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MINUTES OF PROCEEDINGS 


Fripay, May 12, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.00 a.m. MHonourable Senator J. H. King and Mr. Jean — 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 
The Senate: Honourable Senators Burke, Doone, Fogo, Haviahies 


The House of Commons: Messrs. Blair, Brooks, Corry, Cote (Verdun-La 
Salle), Courtemanche, Fleming, MacInnis, Richard (Gloucester), Shaw. 


In attendance: Miss Joy A. Maines, Executive Secretary, Canadian Asso- 
ciation of Social Workers; Mr. John 8. Morgan, Associate Professor of Social 
Work, University of Toronto, and Member of the National Board of the Cana- 
dian Association of Social Workers; Dr. G. F. Davidson, Deputy Minister of 


Welfare. 


Miss Maines made a general statement and introduced Professor Morgan 


g as spokesman for the Association of Social Workers, before the Committee. 


— Professor Morgan was called. He presented a brief on behalf of the Cana- 
dian Association of Social Workers as well as a supplementary statement pre- 


_ pared since the filing of the original brief, and was examined thereon. 


At the conclusion of Professor Morgan’s examination the Chairman asked 


! 4 the opinion of the Committee regarding the printing of briefs submitted by some 


organizations and individuals who will not present oral evidence. It was agreed 


_ that these briefs be printed in Appendix to the Committee’s proceedings at a 


later date when the Chairman is satisfied that all such representations have been 


~ received. 


Witness retired and the Committee adjourned until AMOUR ae May 15, at 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


HovusE oF CoMMONS, 


Fripay, May 12, 1950. 


- The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 11.00 am. Hon. Senator J. H. King and Mr. 
_ J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CHarrRMAN: Gentlemen, we have a quorum. 


We have pleasure this morning in having with us Miss Joy A. Maines, 
executive secretary of the Canadian Association of Social Workers, and ~ 
Professor John 8. Morgan, associate professor of social work, University of 
- Toronte. Professor Morgan is a member of the national board Gf the Canadian 
Association of Social Workers. 


We are delighted to have you here this morning Miss Maines, and Professor 
Morgan, and I am sure that the members of the committee have read your 
brief and have been highly interested by its features and contents. If you wish 
~ to say a few words, Miss Maines, before Professor Morgan highlights your 
- memorandum, I am sure that the committee members will be delighted te 
hear you. 


| ~ Miss Marnes: Thank you, Mr. Chairman. I just wish to point out that. 
» the Canadian Association of Social Workers represents professionally employed 
social workers in Canada. This brief was prepared at the request of the board 
of directors by a special committee which had its nucleus in Toronto. Mr. 
_ Morgan was a member of that committee and has been authorized by the 
_ board of directors to speak to the Committee on Old Age Security on their 
behalf. Mr. Morgan comes with the full blessing of the board of directors of 
the association and he will be the spokesman for the association. 


- 


| Professor John S. Morgan, Associate Professor, Social Work, University 
of Toronto, called: 


The CuatrMAN: Go ahead, Mr. Morgan. 


The Witness: Mr. Chairman, as I have already explained to you, the 
brief which you originally had circulated went to the national board at the 
same time, and the board wished to make some supplementary observations 
which have been prepared and also circulated. I take it that everyone now 
has a copy of them. I may draw your attention to some features as I go along 
and it will perhaps assist. 


693 


# e . : Ng, ae i 
694 JOINT COMMITTEE 


BRIEF FROM THE CANADIAN ASSOCIATION OF SOCIAL WORKERS. 
TO THE PARLIAMENTARY COMMITTEE ON OLD AGE SECURITY. 
: APRIL, 1950 | 


SuMMARY OF RECOMMENDATIONS: ; 

1. Basic to any program for the aged is the provision of sufficient income 
to permit a living standard of health and decency. We recommend a national 
scheme of contributory insurance without a means test. 


2. The needs of the aged are not met by income security alone. With such - 
security must go an integrated program of community services. | 


3. Older persons should be encouraged and enabled to remain in productive 
employment. 


4. Adequate housing to meet the individual needs of old people, both the 
well and the chronically ill, should be provided under public and private auspices. 


5. A variety of facilities for medical and nursing care is required. 


6. We advocate the establishment of special community services which will 
encourage recreational interests and the continuation of family life. 


7. The operation of services for the aged depends on trained and under- 
standing staff. | 


8. Research is required on all these phases of old age security. 


The Canadian Association of Social Workers welcomes the creation of the — 
Parliamentary Committee on Old Age Security. This Association, speaking ~ 
for the professional social workers of Canada, has a particular interest in the 
aged. Many of its members serve them and are aware of their needs. It is 
glad to submit a statement of these needs and to suggest appropriate services to 
meet them. 

In Canada the number of persons over 65 years of age in our population is 
increasing every year and by 1971 will represent approximately 9 per cent of 
the total population. Canada has thought of itself as a young country, but 
this increasing number of older persons causes us to review our current attitudes 
to the elderly in our society and reshape some of our patterns of community life. 

This revision is the responsibility of many different groups. It is a Canadian 
problem, affecting broad areas of our national life, not just the concern of The 
Canadian Association of Social Workers alone. Nevertheless it is appropriate. 
that we, as social workers, should add our thinking to that of other citizens and 
professional groups. It is natural that our thinking about the aged is in terms 
of basic human needs. : 

Old age is not an arbitrary state which one reaches at age 60. Nevertheless 
we shall direct our attention to the group 60 years and over because many of the 
characteristics of old age appear about that time. 

NEEDs: , 

What are the needs of our elder citizens? At the outset we probably mus 
modify our approach to old age itself. Old people are not all frail, incompetent 
and emotionally spent. A mentally competent person over 60 has the same 
needs as before. He needs affection, a sense of belonging and of being needed, 
a feeling of pride and achievement through constructive and productive activity ~ 
which gives him recognition as a useful member of society. Current attitudes 
and patterns of community life frustrate these desires and tend to fill our 
hospitals and mental institutions with the broken and -disillusioned. . 

If we are to plan for the “good life” for those over 60 we must recognize not 
only that such a life is possible but that major changes in our social patterns 
have made our old methods of planning for the aged antiquated and ineffective. 
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; The largest factor contributing to social change is Canada’s increasing 

industrialization with its consequent changes in family life. City dwellers are 
_ very different from their farming ancestors. They live in small homes, probably 
_ far removed from their next of kin, and are dependent on wages for their 
security. Unlike their ancestors, they cannot absorb the shocks of illness, 
unemployment and old age within the family group. We have become a “society 
of employees’; when wages stop so does our security, since relatively few of 
even our self-supporting families can save enough to meet a prolonged loss of 
4 income. In the Canada of to-day our older people must look to the community 


_ for their security. 
INCOME: | 

a Money has great significance for elderly people. It represents security when 
4 they can no longer obtain security through their physical prowess and ingenuity. 
_ It is therefore important that our older citizens who do not have sufficient 
1 private means, should be able to look forward to a predictable income, at a 
given age, from a known source. To this end we would urge the rapid adoption © 
_ of a national scheme for the provision of old age security at age 65. 

i Miss W. worked for a number of years as a saleswoman in a store. 
: At 68 poor health forced her retirement and she began selling underwear 
; from a city mill directly to customers although obviously unfit to do 
much tramping about the streets. Pride and great independence of spirit 
kept her from applying for city relief. Finally poor health forced her to 
take this step only to find she was ineligible because of a small bank 
account. This she clung to in case she should become completely ineapaci- 
tated or need it for an emergency. 

This application for relief made Miss W. feel she had dropped in 
everyone’s estimation as well as her own. She dragged herself about, 
persisted in her selling job but obtained insufficient and improper food. 

Recently Miss W. reached the age of 70 and received the old age 
pension. What an amazing difference there is now both in appearance 
and in attitude in this intelligent and industrious person. Had the old 
age pension been available five years earlier much suffering both mental 
and physical, would have been prevented. 


_ Whether there is contributory old age insurance, or a flat rate pension paid 
to all at a stated age, we deem it important that the amount payable be uniform 
for all, adequate for a minimum standard of living, and without a means test. 
_ We believe the largest measure of financial security can come only from a con- 
_tributory scheme under government auspices. In our opinion the present trend 
_ toward industrial pensions will result in a serious curtailment of individual free- 
dom through loss of mobility. Furthermore we question the wisdom of reliance 
on industrial pensions as a means of providing for a total population. | 

If the social insurance or contributory principle is adopted we would point 
— out that in most instances the people who need protection most are those least 
able to contribute toward their future without jeopardizing their present well- 
_ being and that of their dependents. Therefore in any contributory scheme the 
government should pay a larger share on behalf of the low income group. This 
principle is now established in our unemployment insurance scheme. 

For many elderly persons with special needs the standard benefit will be 
insufficient. For these a secondary program of public assistance, will be 
necessary. Since this program will be set up to meet special individual needs 
it should be administered by a trained social work staff capable of offering 
_ skilled casework services. 


696 JOINT COMMITTEE : pie 


EMPLOYMENT: ee : 

One of the most important areas for “rethinking” in our plans for the aged 
is that of employment. Considerations here are both economic and psychological. 
Most economists emphasize that economic provision for the aged must come 
from current revenue i.e. from the yearly production of all workers. If we are to 
deal with our old people generously, then we must keep them as producers as 
long as possible. This means a new approach by Labour, together with a com- 
prehensive program for retaining the older worker before his productive 
capacity is completely destroyed through frustration, fear and ill health. We 
would suggest, for example, that many women workers, 45 years of age and 
over, could be trained as home aides, domestic staff for institutions, nurses aides 
ete., they in turn could be used in developing a program of community ser- 
vices designed to keep older people in their own homes rather than in institutions. 

In considering the psychological aspect of continued employment for the 
aged would emphasize our earlier statement that 60 or 65 years of age frequently 
results in an economic loss to the community, a loss of knowledge, experience, 
and dependability. In addition there are increased costs for hospital and institu- 
tional services due to mental and physical deterioration brought on, by frustra- 
tion. But productive old people continue to have a sense of achievement, of 
being needed, which increases mental and physical health, improves family 
relationships and results in greater community well-being. 

The earning power of the aged must be remembered in drawing up insurance 
and pension schemes. If a means test is to be introduced it should allow for 
reasonable employment activity with no reduction in benefits paid; for example 


$1,500.00 is the current income tax exemption for single persons 65 years and 


Over: 


Living ARRANGEMENTS AND COMMUNITY SERVICES: 


There are two points to be stressed in old people’s welfare. First we must 
encourage the elderly, by all practical forms of help to continue to lead an inde- 
pendent life as long as possible. Second, for those who cannot care for themselves 


and have no friends or relatives, we must ensure skilled and understanding care > 


and treatment. 


Basic to any plan is adequate housing. Old people do not want to be cut 


off from normal community lving. Churches, theatres, shops, clinics should all 
be accessible; segregation of old people in outlying communities has no place 
in a well thought out program. For the well old person experience suggests 
there is need for small, adequate quarters, where he will find space for inde- 
pendent living while not segregated from the younger members of the community. 
Experimentation and research is needed on residential accommodation for 
old people. Many old people do not wish to be a burden to their children and 
prefer to live separately while maintaining close family ties. Some elderly 
people who are economically and physically independent, will choose to live in 
residences or clubs where freedom from housekeeping demands will allow for 
the pursuit of more creative and satisfying interests.. Other people, who have 
always been part of a family, will find boarding home care more congenial. 
Since the group of old people to be served will be a cross section of society, 
accommodation for them should develop under a variety of auspices, ranging 
from the purely commercial, the fraternal, religious and’ publicly supported to 
the cooperative effort of old people themselves. We would suggest the use of 
funds available through Central Mortgage and Housing Corporation for the 
development of plans for suitable accommodation of varied types for old people 
of all income groups, these plans can be realized through Dominion-Provincial 
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a agreement under the National Housing Act. For the minimum income group 
shelter should be Ae ale at a cost related to the gel ailing old age security 
4 allowances. 


Mrs. S., a 72 year old woman on Old Age inehcods pays $5.00.a week 
room rent alone—(i.e. $22.50 per month)—leaving her $17.50 per month 
or $3.88 per week to buy food, carfare, clothes and medical supplies. 
Mrs. S. is not permitted to cook in her room and must buy her meals 
in restaurants. 


Large institutions have no place in our planning for well sid? peaple 
Residences accommodating not more than 30 persons should offer their inhabitants 
privacy and continuing independence, and should make provision for married 
couples. A degree of planned activity should also be provided for those who 
need encouragement to maintain their social contacts. 

Community services are needed for old people living alone or with relatives. 
These should include nursing and housekeeping services, mobile meal services, 
transportation for medical care, recreational club and holiday centres, as well 
as shopping services and friendly visitors. Fees for these services should be 
' charged according to ability to pay. Often an elderly person could remain 
quite happily in his own or his children’s home if it were not for additional 
burdens created by illness or unexpected emergencies. Such community services 
~~ would encourage the continuation of normal family ae without the necessity 
of removal from the family group. 


Mr. A., 73 years of age and on Old Age peagiatn physically handicap- 
ped by paralysis from a stroke, has been recently discharged from 
hospital following surgery for cancer of the stomach and must return 
to clinic for regular check-up. This man is unable to use bus or street 
due to his paralysis. 

_ Mr. C., an 81 year old man, has had a colostomy operation and 
requires the colostomy belt and irrigating outfit costing $13.60. He 
receives $40.00 a month Old Age Pension which he turns over in total 
to his daughter, with whom he lives, for room and board. His daughter 
has a sick husband and she is going out to work to support the family 
as well as keeping the home. Without the applhance Mr. C. would have 
to be permanently hospitalized. 


MEDICAL CARE: 


For those old persons who are ill three types of services are needed: 
Complete hospital services for acute cases; general nursing and rehabilitative 
facilities for the chronically ill; study of and custodial care for the mentally 
—  enfeebled. General nursing is given most frequently in nursing homes or hospitals 
' for the chronically ill. Here constructive changes can be effected by a more 
q imaginative approach to the needs of elderly people. While illness may lessen 
_ both physical and mental capacities, many of the chronically ill are still capable 
of productive activity if given proper stimulation and encouragement. Many 
_ of this group could be returned to normal living if given adequate medical 
— care. <A positive, not an apathetic, approach to the medical treatment and 
rehabilitation of the chronically ill is the key to constructive effort on their 
- behalf. 
‘ Many persons currently in need of nursing home care are pensioners on 
minimum incomes. Since nursing home care is costly the standard of care 
inevitably deteriorates if rates are related to the inmates’ ability to pay. Or 
conversely only those who can pay the profitable rates are accepted, leaving 
large numbers of the aged without adequate accommodation or care. To meet 
this difficulty we believe a form of government subsidy should be available to 
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nursing homes offering care to those on minimum incomes. | To ensure an 
adequate standard of care a system of licensing and inspection 1s essential. 
Standards should be concerned not only with the physical care given to the 
patients but with the opportunities offered for stimulating, creative activity 
such as that provided through occupational therapy, social clubs, and adult 
education. 

We recommend the use of Dominion Health grants for study and research © 
on the medical and psychological needs of the aged. 


PERSONNEL: 


Implementation of the suggestions outlined above requires trained. personnel. 
Doctors, nurses, social workers, and matrons all need a larger knowledge and 
understanding of old people and their potentialities. There is now available 
an increasing body of knowledge and skill in this field and it is possible for 
persons to secure training to enable them to render more effective service. Such 
training should be provided through scholarships, training grants, and the 
organization of special courses by appropriate educational bodies. » 


CONCLUSION: 


The needs of the older person are broader than mere income. He wants 
to continue to live, not just to exist; to be accepted by the community and 
contribute to it; to hold nis place. Many old persons will work this out in 
their own way. Others will need help, and for them various kinds of social . 
services play their part. The key to their effectiveness is the spirit and training 
of the staffs which operate them. Through their knowledge and understanding 
these old people too can enjoy lives which are active, satisfying and happy. 


Sruart K. Jarrary, Toronto, Ont., 
President. 
(Miss) JOAN E. KEAGY, 
Toronto Chairman of National. Welfare 
Planning Committee. 


SUPPLEMENTARY STATEMENT TO THE BRIEF FROM THE 
CANADIAN ASSOCIATION OF SOCIAL WORKERS TO 
THE PARLIAMENTARY COMMITTEE ON 

OLD AGE SECURITY 


May, 1950 


1. The Canadian Association of Social Workers wishes to go on record that 
while the terms of reference of the Committee relate to “federal and. provincial 
legislation with respect to old age security,” we have noted that so far this has 
been largely «interpreted to mean federal responsibility for income maintenance 
for older persons. We are concerned with the needs of people. We wish to 
draw attention to the fact that while an adequate income in retirement is a 
matter of fundamental importance to older people, it does not by itself consti- 


ee “old age security.” In our submission this phrase should be read to include 
at least: | 


~ 


(a) For those now working, some real assurance that their needs upon 
retirement will be met by the payment of a predictable benefit. 
(b) For those who become retired, a minimum income supported by 


adequate supplementary programs of public assistance and welfare 
services. | 
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2. Since the principal task of the professional social worker in largely 
related to the needs of people, and since we are concerned that these needs 
should not become submerged in the complex administrative and fiscal questions 
4 of an income security program, we wish to give particular attention to these 
# needs as we see them in our daily work. 

, 


3. With respect to the income security provision we advocate a contribu- 
_ tory scheme for the following reasons: 


(a) The making of a regular contribution establishes a contractual 
as relationship between the contributor and the Government of Canada. 
: This relationship 
fh (i) Provides the worker a real sense of security that the basic needs of 
his old age will be met by the payment of a predictable benefit 
when the time comes for him to retire. 


> 


i (ii) Establishes for the worker a measure of direct responsibility for the 
% cost of retirement pensions, thereby reducing the risk of extrava- 
OF gant demands for increased benefits regardless of cost. 

(iii) Not only obviates the necessity for a means test, but removes from 
- the pension any suspicion that the recipient is in receipt of uncov- 
_ enanted benefits. 


e We would emphasize the statement by the International Labour Office that 

‘Security is a state of mind as well as an objective fact’! and to suggest thatthe 

" fact of individual contribution will add substantially to a sense of security which 
is as Important to the worker as the fact of an adequate retirement pension. 


x 
4 (b) While it may be difficult to collect taxes for the Consolidated Revenue 
from,unwilling taxpayers it is likely to be easier to collect contributions 
a from willing contributors to a social security scheme. 
(c) The contributory method offers a means by which employers can 
: contribute their fair share of the costs of retirement without recourse 
to widespread adoption of industrial pension plans, which give poor 
| coverage, inequitable benefits, have serious implications for mobility 
of employment and may create a chaotic and extravagant system of 
q administration. 


4, We recognize that there are many administrative problems associated 
_ with a contributory system, but we have seen no evidence to suggest that so 
long as no attempt is made to relate the amount of the individual benefit to the 
- amount of the individual contribution, the administrative problems are any 
_ greater than those associated with other methods. 


é 5. We join with most Canadians in wishing to see any form of means test 
_ removed from the administration of retirement benefits on the grounds that: 


(a) A means test, unless carried out with great skill by trained workers, can 
be a humiliating and damaging experience for people, interfering with 
their management of their own affairs and undermining their independ- 
ence. 

(6) A means test cannot be effectively administered over such large num- 
berg as those now in need of old age or retirement benefits. 

; (c) In proportion to the amounts saved by the application of a means test 

a the amounts spent on administration are unjustified. 

3 (d) To apply a means test to every applicant leads to serious delays in 
the issuance of a pension to a person who is in serious and urgent need 

= of it. 


6. We hope that the level of benefits fixed for the general scheme will 
; be adequate to meet the income needs of most of those who are eligible. But 


International Labour Office, Approaches to Social Security, Montreal: 1942. 
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whatever system of universal benefits is adopted, there will be many Canadians — 
who will need additional income. We strongly urge that attention be paid to © 
the development of more adequate provisions for supplementary income than ; 
those now available in many parts of Canada. aii, 


7. We recognize that supplementary program of this kind necessitates — 
careful investigation and the use of some test of needs. We believe that only 
by the use of skilled and trained staff can such investigatory processes be made 
effective. 

(End of written statement). 


The Cuarrman: Are there any questions? 


By Mr. Fleming: 

Q. Mr. Chairman, I think we find this particular brief refreshing because 
it is a rather different approach to the problem from the ones we have had to 
date. I wonder if Professor Morgan would enlarge on some features of the 
proposed contributory plan. Reading the brief and the supplementary brief, 
I understand that the proposal is that the contributory plan should be basic. 
There is no basic plan, such as has been suggested by some persons, below 
the contributory plan? You start with the contributory plan without a means 
test?—-A. As a means of dealing, as far as possible, with the larger number. 

@. As I understand the concluding paragraph of your supplementary 
memorandum you propose supplementary benefits with means tests? 


The CHAIRMAN: Needs tests? 


By Mr. Fleming: : 

Q. Needs tests—A. We recognize that whatever you do on a universal 
scale there will always be a considerable number who will need more for some — 
reason or other—additional medical care and so on. That, in effect, requires 
a test of how much more, and, at the moment, that comes within the framework 
of provincial legislation which is included within the terms of reference of this 
committee. That is why we draw attention to the fact that public assistance 
to those who need more benefits is a matter of great concern to us, as serving the 
needs of the people. But if you have public assistance, then we face honestly 
the fact that you must have some kind of test as to where need arises and how 
it should be met—and that test does take a lot of skilled operations. 

Q. From either a financial or administrative point of view do you propose 
supplementary benefits should be made part of the contributory scheme or be 
something separate and apart from it?—A. We have not gone into that in very 
great detail because it raises the question of the present distribution of responsi- 
bility. We felt all along that our responsibility, as social workers, was to point 
to the need and not to get,too deeply involved in a constitutional problem. We 
have not explored it to any great extent. except to say that supplementary pro- — 
visions now leave many people in great distress and what should be done about 
them is a great problem. We would hope to keep the amount as small as 
possible by getting a good basic scheme. I do not know whether that answers 
the question. 

Q. It will answer it if you do not wish to go further by way of comment 
on the general administration set-up that is possible under our present distribution 
of legislative powers. Would you care to touch on that?—A. I might personally 
be prepared to go into a long argument on it but I do not think it would be | 
fair to commit the association to any statement on it, ; 


By Mr. Shaw: | . 


__ Q. Like Mr. Fleming, I think this brief is very refreshing in that it deals 
with people as such, and not as part of something else. I should like to ask, since 
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-you look upon the contributory scheme as basic, how you would propose dealing 
_with the thousands who would not possibly come under the contributory scheme 
—for instance many of those who are now approaching old age—how would 
you propose dealing with those persons?—A. It seems to me there are two 
_ possible ways of dealing with them. One is that you would have to have some 
period of time to start the scheme and since the bulk of the population would 
e be’ contributing, the experience of the United States and in other countries 
- indicates that the fund builds up very fast at the start. It might be possible 

to pay some part of those retirements even though the individuals have not 
4 contributed very much. We are not trying to relate the contributions by the 

- individual to his benefits. What we are suggesting is that those who are now 
_ productive should contribute in order that those who are now retiring may 
benefit. That would be over an eight- or ten-year period and not an attempt 
at an individual insurance operation. 

Therefore, since you will have the bulk of the labour force now contributing, 
_ just as for instance in unemployment insurance, even when we have a high rate 
of employment or at the rate we had this winter, there is still going to be as 
i ; much coming in as is going out. In the early stages the problem is what to do 
_ with the money, if you deal with it on a strictly individual basis. 

a Q. The important thing is, Professor Morgan, not relating benefits to 
- payments?—A. Not in terms of the individual. 

-: Q. Therefore those who will come under the scheme as contributors will not 

_ be penalized as a consequence of. that?—-A. Not as individuals—just as in. the 
_ other schemes which you have seen in Australia, Britain, and so on. The con- 
_ tribution is into a fund and the benefit is out of a fund. You do not try to tie Mr. 
_ Jones to what he pays in; you tie him to the fact he has been a contributor. 

i Mr. Brooks: You are suggesting a pay-as-you-go scheme with a large enough 
amount to give pensions to those who on account of age cannot build up any great 
_ surplus? | 
The Witness: That depends on how you set the fund up. I think there 
_ would be obviously, at the beginning of any contributory scheme, a transitional 
- period from the present public assistance which will have to be worked out in 
_ detail in terms of the amount of pension paid under any scheme you set up; and | 
4a the form of it will depend upon the amount to be paid and who is to be covered. 

The 'CHarrMAN: If you step up the program in the transitional period you 
can have results in a small number of years—as few as ten? 
a Ee Witness: If von do not try to make ee individual contribute enough on 


By Mr. Fleming: 


Q. Well, are you proposing aed the benefits should be uniform?—A. Yes. 

Q). Absolutely uniform?—A. Probably uniform, or on some uniform basis 
a across Canada. I say probably because it relates to another point in the brief 
~ about keeping people employed. I am thinking of the device they use in Sweden | 
_ and Great Britain of having larger benefits for those who are willing to retire 
~ later. 

Q. That is the only basis for a departure from a uniform payment?—A. Yes. 
The CHAIRMAN: Delayed retirement? 


The Wrryess: pereeen the basis of delaying retirements to give people some 


By Mr. MacInnis: 


_ -Q. May I ask Professor Morgan if he expects the fund to be completely self- 
i Beereriang—from the contributions made to it?—A. No, I think that point ‘is 
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covered in the main brief at the bottom of page 3. We do recognize there will 
have to be a need for some contribution from consolidated revenue. — 


Q. Then you are not thinking of a fund that would be actuarially sound | 
according to insurance principles?—A. I do not think any body has ever con- — 


ceived that it could be done. I looked that point up in the Senate hearings going 


f 

a 

5 
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on at present. Mr. Altmeyer, himself, said it had never been contemplated that — 


you could hand this over to private business tomorrow as being actuarially sound. 
That is not feasible in an operation of this kind. 

Q. Have you in mind then a system something like the present New Zealand 
system of collecting contributions on income and if there is a balance required, 


that it be made up from consolidated revenue?—A. That is one way but the other — 


way is to do it more as Britain does with a three-way contribution. 


The CHarrMAN: -How do you intend to collect contributions from self- 
employed—more specifically farmers and settlers? 


The Wirness: Well I think of course that is an administrative problem of 
ereat difficulty. That was the point behind the statement that it might be possible 
to collect contributions from willing contributors but it might be difficult to collect 
taxes. In other words, if the farmer knew by contributing that he would have 
an entitlement he might be willing to be a contributor; but if you go after him 
as a tax collector he may be unwilling to be a taxpayer. | 


The CuamrMan: That is the explanation I would like. You say it would be © 


easy to collect contributions from a willing farmer? 
Mr. MacInnis: Easier? 


By the Chairman: 


Q. Easier?—A. Not “easy” but easier. 

(. Well you said that it would be easier to collect from a willing contributor. 
Do you mean by that it would be a compulsory system for wage earners, for 
instance and voluntary for the others?—A. I think it would be a compulsory 


scheme in law—that is it would apply to everybody and the compulsion on the 


self-employed person is that if he does not contribute he does become entitled and 
he knows that—and that is his interest in contributing. * 


Q@. Then, if you do that you are relating individual benefits to individual | 


contributions and you have to take record of all contributors—A. Well, you 
relate the fact that he has contributed—without having to keep tab of the 
amount. 

Q. I do not want to go too far, but supposing that a farmer had contributed 
for only one year?—A. I agree there is a difficulty. 

Q. There is a terrible difficulty there. How many years is he going to 
contribute? If you set up a minimum number of years I believe that you will 
agree that you would have to keep records of each individual contribution?— 
A. Oh, yes, you will have to keep a record. 

That brings me to another point which appears in the supplementary 


brief. If you do it by taxation, you also have to keep records in the sense that — 


you have to keep tax records. 


By Mr. Fleming: 


2+ Q. W hat would you do in that event—in balancing the unwilling ‘and the 
willing contributors together? A man who has been unwilling to make contribu- 
tions arrives at age sixty-five and, as he has made no contribution he is not 
eligible but he is destitute. How are you going to deal with him then?—-A. He 


will have to be dealt with under supplementary public assistance—just as he 
is now. 
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Q. He is benefitting then by his own profligacy?—A. It depends—in many 
parts of Canada in fact the situation might be the other way round. 

Mr. MacInnis: I think we are asking the witness questions that really 
do not belong to him. This association proposes a scheme which this com- 
_ mittee evalues in relation to other schemes. Then, whoever puts any program 
into effect will assume the responsibility of collections. 


The Cuatrman: I do not believe that Professor Morgan has any objection 
to answering questions? 
_ The Wrrness: I am getting away from the brief though, and I am glad you 
raised the point. : 


Mr. MacInnis: I realize that in this discussion he has not the answers. 


Mr. Fiemine: I do not agree with Mr. MacInnis. I think Professor Mor- 
gan has given a lot of thought to this. These are not new difficulties confront- 
me him and personally, I find his answers to these difficulties extremely inter- 
esting. 

The Witness: While I am perfectly happy, I am a little anxious not to 
commit the association too far. We were anxious to establish a certain prin- | 
ciple—that it is needs of the people that matter—recognizing that whatever we 
do there will be a complex administrative job to be done to sort it out. What- 

' ever system you set up—universal, means test, no means test, contributory, or 
whatever it is, there is a fairly complex job to be done which we have not 
attempted to do. We think the principle which matters to the person now in 


4 work is that when he comes to the point of applying for benefit it will be as of 
_ right—and that is the point we wanted established. On these other points 
E. ~L am not sure how far I should commit the association. 

4 By The Chairman: ; 

a Q. In any scheme that is proposed there are some principles involved and 
one of the most important principles is the principle of coverage. That is why 


a I believe that Mr. Fleming and myself were asking these questions. We Just 
want to know who you could cover with such a scheme as you propose?— 
A. Well, the answer is that it depends on the scheme. The British cover every- 
4 body; the British Act begins “Every person over school leaving age shall be 
a contributor and shall remain so—” 

-- QQ. Yes, and what I was asking is the principle which is behind your scheme? 
_ —A. We want to see the contributory principle as far as it can be made to 
4 operate in Canada—recognizing that the administrative problem and Canadian 
distances may make some difficulty. 

am Q. And universally compulsory?—A. The contributory scheme. 

Q. Universally compulsory?—A. It would have to be compulsory to make 
it universal. 7 

os Q. It could be compulsory for part of the population?—A. It could be. 
Vis Q. But what you have in mind is a universally compulsory scheme?— 
om A. Yes. 


By Mr. Fleming: 


Q. To pay uniform benefits at age sixty-five?—A. At 65 we suggested 
with a query in our minds arising out of the evidence that has been before 
this committee from Sweden and Great Britain that perhaps under the benefit 
scheme some method of encouragement should be there for people to remain 
in work—that might be included in the benefit rate. 

Q. Your suggestion on that, Professor Morgan, is particularly interesting 
in view of the statement made here Wednesday afternoon by Mr. J. H. Brace 
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and I think I am paraphrasing his remarks correctly when I quote him as sg 
saying that industry and business must revise their ideas about the retirement — 
of all workers at age 65. The whole group is being called upon now to provide 


such benefits for all, so that we must extend the productive life of workers so 
that there will be larger productivity to bear the expense of this increased service? 


—A. We are now coming to a certain point in the brief about employment. - And - 


on that point I think we would say that the old people themselves need to work, 
and that medical evidence as well as other evidence suggests that the old person. 
—I say the “old person,” but I should be saying the older person, because I am 
assured by the doctors that at the age of 65 we have a further life expectancy of 
30 years—the older person, if able and willing to work should be encouraged to 
work. It keeps him healthy, happy, and productive. So in terms of the old 
person’s needs it is desirable that he should work. And if we look at population 
statistics we see that his number is increasing in terms of pension schemes, and in 
terms of productivity. We feel it is desirable that the older person be kept 
working. | 

Now there are various ways of doing it. Sweden, for instance, says: Very 
well; if you stay at work, we shall raise the pension rate when you retire. 

But we must provide an employment policy which makes the obtaining of 
work possible. There we have the point that Mr. Fleming was speaking about. 
We have a national employment service making strenuous efforts to employ 
people over 45. And there is need, according to our thinking, for an employment 
policy which will keep the community productive and in which there will be 
more older people proportionately in the next 20 years. ; 

Q. Please do not answer my question if you feel it comes outside the scope 
of your brief. But on the basis of contributions, have you given thought as 
to the graduation of contributions and the method of collecting them?—A. Not 
very much, not in this group. 

Q. The only thing I see in the brief on that subject is that you recognize 


that there will be some who will not be able to contribute and therefore the — 
national exchequer will have to provide their contribution—A. We say that 
because in observing the schemes of which you have been making exhaustive — 


studies we find it is a fairly common feature in many of them that through lack 


of employment, sickness and at some levels of income you cannot really take % 


anything away from them without bringing them below the subsistence level 
at which they now are. =; 

Q. Would you take simply the existing income groups and recognige present 
income tax exemptions, or would you extend the purchase feature or contractual 
feature of a pension scheme and require contributions by people who may not 
today be earning an income large enough to be taxed in any income tax plan? 
—A. That would be getting us into the tax field. } 

@. And you do not care to comment about it?—A. Without a lot of figures 
and papers which I do not have, and which do not relate to this brief, I would 
not like to embark upon an answer. 


By Mr. Shaw: 


@. I think Professor Morgan has stressed the desirability of our older people 
remaining active. No doubt he would also agree that the abolition of the means 


test would be an extremely important factor in bringing about that desirable end,» | 


because ‘today one of the most undesirable things is that people are forced to 
remain at least partially inactive because of ceiling on their earnings.—A. Any- 
thing which limits people’s freedom to take work if they want to do so would seem 


to be undesirable in their interest. I am not speaking of the effect of the scheme. — 
It may be that we would have to tidy up the scheme to meet it. If there are © 


people who are willing to work, I believe they should be encouraged to do so. 
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We must recognize some age limit, and at 65 we must begin to think about 
their needs as human beings being met in some other way. : But: it would seem 


from the studies I have been making, from a medical as well asa psychological 


point of view, that if we can keep people at some useful occupation, it would 
contribute to their health and well being, and would probably cut down other 
charges, such as the care of the chronically sick and the tremendous hospit- 


- alization and medical costs in this area which are very great indeed. 


By the Chairman: ae 
Q. You were just speaking about your studies. I understand that you took 


_ part in the preparation of the Beveridge Report?—-A. No. I wrote memoranda 


for them but whether or not they did anything with them I do not know. I 
worked on briefs which were presented to them in the same way as I submit 


the brief now, but what happened to them, I do not know. -. 


By Mr. Cote: 


@. I would like to have:some comments on your supplementary program 
which, I take it, has no relation at all.to the contributions which may have been 
made over the course of time by the insured. Have you given.any thought as» 
to whether these supplementary benefits would be paid from the proceeds of 
such contributions or from some other source?—A. We were assuming that that 


- would not be the case, and that the supplementary public assistance program 
- would be, as it is now, a public responsibility at some level of government. At 
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the moment we have it at two levels of government, municipal or provincial, and 
in many cases in practice we do not have it at all. But in law it is there at the 
provincial and municipal level and we are asking, seriously, that this committee 
take a look at what is available in that field for those people where it cannot 


_ be met by any universal scheme. 


Q. You are placing emphasis upon the needs of the brplicant as a@ pre- 
requisite for the payment of these supplementary benefits; and I assume that 
you are including more or less the over-all social security coverage for them such 


as hospitalization, medical expenses, and so forth. Are you?—-A. Those are not 
- only in terms of cash but in terms of service, because to give cheer to a sick old 
_ person does not really help him, if he cannot get the medical care that he needs; 
and to give him a cheque if he cannot get the kind of housing that he needs does 
not help him very much. He is no further forward if he just has a cheque. 


-Q. Another point is: you have a reference in your supplementary brief to 


_ the industrial pension plans which exists at the present time. Would you have 
it in mind that this contributory scheme of insurance would tend to become 
Integrated with those industrial pension plans?—A. I think that if you have a 
broad contributory scheme, then any industrial plan would be, in effect, an 


addition by the employer, and the worker of supplementary benefits for those 
with long service and so on just as I might take out additional life insurance 


_ policies; and I think it would have to be ‘related to the fact that he would get 
_the basic retirement allowance. But the point we are making here is that we 
_ should not allow the individual company pension fund to be in the form of a 


basic pension because it does not give the terms of coverage. I think there was 


a statement in the papers the other day me perhaps 20 per cent of the employees 


might eventually benefit. 
~ Q. You look upon these industrial pension plans as supplementary to the 
basic system?—A. Yes, just as I would take out life insurance supplementary to 
my basic benefit. And I think it has been the experience both in the United 
- States and in Great Britain, that, given the basic need, people feel much more 
able to make supplementary provision to suit themselves. They are able to 
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make the kind of choice that individuals are able to make; whereas on the avail- 
able evidence they are not able to make this basic operation. 


Q. Have you given any thought to bringing in the employer as a contrib- 


utor?-—-A. Very much so. That is on page 3. The contributory method offers 


a means by which the employers can contribute. And our assumption is that q 


they will contribute. 

Q. So in that case the setting up of this universal contributory scheme 
would depend to a great extent on the setting up of new industrial pension plans, 
since the employer is also contributing?—A. I think any group of employees is 
perfectly entitled to use the fact that they are organized to make supplementary 
provisions as between themselves, but not as a basic subsistence operation. That 
is the kind of thing which individuals and employers are perfectly free to do, and 
perhaps encouraged to do, but not as a basic thing. 


By Hon. Mr. Fogo: . 
Q. Over and above the national scheme which you suggest?—A. I beg your 
pardon. 
Q. These industrial pensions would be over and above the supplementary 


things that you suggest?—-A. Yes. They would be provided by the initiative of ; 


the individual and his employer. 


By the Chairman: 

Q. Taking into account that there is a basic pension plan?—A. Yes. 

Q. In other words it is possible to set up any supplementary plan if you 
take into account that you have a basic government plan. But you would not 
integrate the government plan to existing individual plans?—A. I think it would 
work the other way. 

Q. That is what I mean.—A. As it is in some of the other countries, that 


is, as the scheme gets established, these plans begin to integrate their operations ] 


to the fact that their workers are covered by a given plan. 


By Hon. Mr. Fogo: ; 


@. Some of the existing industrial plans might be modified to fit in?— 
A. I think that certainly would be the tendency. 


By Mr. MacInnis: 


Q. Mr. Morgan has said that he visualized employer contributions in this q 


scheme. Would it be asking rather too much of an employer who already 


has a pension plan, perhaps—where the particular industry provides the whole 4 


of the pension—also to contribute to an over-all state plan? Do you not 
think that he would feel that he was being asked too much?—A. I think the 
answer is—at least my answer would be—and here I am again treading far 
away from the document—my answer would be that there would be a com- 
paratively small number of workers out of the total labour force covered by 
such a plan; and that any legislation passed would have to give him some 
legal “get-out” to enable integration of the full coverage in his existing scheme 
into the national scheme; and that the national interest would require to 
over-ride the sectional interest of a small group of people. 

Q. I would like to have your opinion about industrial pensions. May 
there not be social—and the idea of social is that it covers the whole of society— 
may they not be socially undesirable in that they provide retirement pensions 
for that section of a community and industry which is best able, because of 
wage remuneration, to provide pensions for themselves? In working this out, 
would it not likely happen that the employer would pass the cost of the 
pension on to the community by means of an increase in price of the product 
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he is csanue. and those who would ianaiely be paying for the pension 
would be those in the lower income group and in small industries which are 
not able to have industrial pensions of their own?—A. On that point I do not 


_ think I should trespass over the boundary of what is a political and economic 


problem. ‘Certainly I am now a very long way from the brief, and I do not 
think I should answer your question. 

Q. All of this question is political, economic and social?—A. I think that 
would be an opinion for which I have no authority. 

Q. Very well, I shall not press for an answer. 


By Mr. Fleming: 
Q. I think my next question comes within the scope of fair comment by 
Professor Morgan. In this problem of industrial pensions, I wonder how far 
you think they should be taken into account by parliament when considering 


a basic contributory scheme. Is not a means test a deterrent to an industrial 


oe 


scheme? There is not much sense for people providing for an industrial scheme 
if thereby they are simply going to eliminate themselves from pension under 
the application of a means test. If parliament sets up a contributory scheme 
and abolishes the means test, does parliament need to concern itself at all 
with those private arrangements between employer and employee?—A. Except 


to make sure that, as in the cases mentioned earlier where they have already 


- got some form of complete coverage, there would be some kind of sorting. 


? 


There are contractual relationships which would have to be sorted out by law. 
But apart from that, what you do-over and above it is a matter for individual 
responsibility. And if the employer takes it up, I do not think the govern- 
ment has to concern itself about it. But in the transition period we would 


have to take into account the fact that some things existed which would be 
_ affected by the new scheme. 


Q. Do we need to take all that into account if we eliminate the means test? 


[t would be completely a matter of contractual relationship between the 


4 : employer and the employee?—A. Yes. 


Q. And therefore, for our purpose, it is completely outside the considera- 


id tion of parliament?—A. I think there may be some exceptions. I know we 


_ found some in Britain where the contractual relationship was such that it 


could not be maintained under the new operation, and there had to be clauses 


established to enable them to reduce the scheme in the light of new legislation. 
There may be some sections there in effect, but I do not know. 


Q. I do not know why there should be, if you abolish the means test.—A. I 


_ do not know, but I suspect, broadly speaking, the answer is no. I do not think 
_ we have any, but I think you might have to provide a clause to deal with it, 
_ if it arose in any individual case. 


Q. The expression “transition” has ‘been used several times. May I ask 


if Professor Morgan is prepared to comment on the most desirable method of 


introducing the new scheme he proposes, the contributory universal pension 
scheme pr oviding for benefits at the age of 65 with some qualifications? And 
may I ask whether he contemplates introducing it at the same time or whether 
he contemplates any necessity for introducing this scheme by stages?—A. I am 
not sure that I want to answer that on this brief. I think there are arguments 


on both sides which would require pretty nice views on administration and) 
financial research before I would like to express an opinion. In other words, I 


would like to see worked out possible ways of doing it and then take a look ‘at 


_ them and say: Of the choices, this is the one which I prefer. That would mean 


some research. 
Q. If this question is outside the scope of your brief, please do not answer it. 
But I put a question yesterday to Mr. Conroy about the matter of priorities. 


_ He was propounding a scheme which would at one stage eliminate the means 
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test, lower the age, and raise the benefit. And I asked him if parliament felt it. 
-eould not afford to do all these things at once, in what order of priority he would © 
rank them. And he ranked as the most important the elimination of the means — 
test; secondly, the lowering of the age; and thirdly, the increase of the benefit. 
Would you care to make any comment on the same subject?—A. I do not know. 
I suppose if you have to make choices, then you have to make them. 
Q. That is the basis of the question?—A. This is a kind of scheme which we 
might implement all at once for some of the population, and later for other 
eroups. We might have to work out some possible alternative method related. 
to the administration and to the financial expenditures before I would want to 
make a comment on this point. I would want to have a great deal more — 
information about it, and about what it would actually cost to do the financing — 
than we have now. I do not want it to look as if I were dodging the question, 
but I do not think we have the kind of information to enable me to answer — 
your question. | 


By Mr. Cote: 


Q. Your proposal relates entirely to a contributory system of pension. You | 
will agree that there is to be visualized a certain course of continuity between our 
present system which is a non-contributory one and that which you advocate, | 
if it were implemented in its entirety by parliament. How would you figure | 
the transition could be made without any hardship on the actual recipients of 
our old age pension?—A. Well, speaking from the point of view of this brief, 
I think that would be a matter of fundamental importance, and that whatever 
we do we must not make people worse off than they are now. In many cases 
it is very urgent to do something a lot better than we are doing now. We must 
not make people suffer while we are working out an administrative problem. I 
have a file of cases here, and I expect every member of the committee has 
knowledge of many quite distressing cases. 

Q. Do you think that your proposal as it is now would not be self- 
supporting unless there were certain provisions for a flat-rate pension for some ~ 
time under a graduated scale until the contributory system is strong enough to 
provide an adequate measure of assistance? 


By the Chairman: 


_ _ Q. You mean until it has matured?—A. So long as you do not tie it to 
individuals. I think the experience of the United States in attempting to tie 
the individual contribution to the individual benefit is something which scares 
me stiff ; and I do not think you have to do it. We have used the word. 
transition” to whatever scheme we set up, and there is going to be a period — 
between the present scheme and the scheme which may be set up. You have 
had the British scheme before you wherein they now have the remains of two 
old schemes and the new one, and their transition period will be comparatively 
short. That of New Zealand will be comparatively long. | 
__ Q. 1988?—A. It depends on how long people live and how many are on 
either scheme. That is unavoidable. But we must be careful not to let people 
slip away altogether while we are making the transition. - 
Mr. Fieminc: The United States period may never end. 


Mr. Suaw: Are we trying to hold to some specific part of the brief Mr. 

Chairman? | q 
The CuarrMan: We can now leave the first part unless the members have 

some questions on the contributory system, and we can go on to the next subject. 
The Witness: We have started on it. : 


The CHAIRMAN: We have started on “employment”, yes. - 


We 
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Mr. Suaw: I was going to ask for information regarding the supplementary 
program. 
The Cuarrman: That is in the first part. 


By Mr. Shaw: 


Q. I wonder if Professor Morgan would care to elaborate upon what he 
_ expects or hopes to cover in the supplementary program? What conditions, what 
_ additional payments have you in mind?—A. I think the thing that most of my 

colleagues and I are most anxious about is medical care. We know that medical 
_ care costs are very high. We know that from the age of 50 or 60 onwards special 
kinds of medical care are necessary. 

Q. But that of course is now being provided by some provinces for the aged 
on a non-means test basis.—A. And minimum care, basic care with a NE 
_ limited list of drugs. 
¥ (. As far as drugs are concerned, I have in mind the case of two persons, 

a man and wife, both of whom are qualified for and receive old age pension. 
Within the past two years they have had medical and hospital bills covered 
"amounting to, let us say, $1,200 to $1,400. So while the minimum applies to 
_ drugs in a sense, they receive them only while in hospital. But in some provinces 
. mere are generous schemes which cover practically the whole field—A. It cepeeds 
a good deal on the province. You mentioned that it was being done. 
_ Q. Yes, in a certain province, my own, in Alberta. That is what I have in 
mrmind.—A. Another ereat need about which we have a lot of evidence is that of 
acing. the kind of housing appropriate to the needs of older retired people. 
a ‘That is an area in which we have done something, but not very much. There 
gare one or two interesting experiments in Canada. I have in mind the Burlington 
. for older people. | | | 
4 


By the Chairman: 


Q. Would you explain that to the members of the committee.—A. I haben 
a know about it. I saw it recently. It is a case where the Canadian Legion and 
a group of citizens provided or raised the capital and they have built a self- 
- sustaining old people’s apartment at Burlington. These apartments are within 
the rental capacity of the older people, which capacity is quite low; and the 
ere are of a kind suitable for retired older couples; and from what I have 
seen of it in its experimental stage, and from what I have heard about it, ‘it seems 

) be working out quite well. . 


_ . By Mr. Shaw: 
' Q. Who are they?—-A. The original block of money to build the apartments 
_ was put up I think by a citizens’ committee. I am not too sure of the actual 
a. but you could get them. In fact, if you wish, I could get them for you. 
Some of the service clubs within our own country have done very 
cence work in that?—A. That is one experiment and there is another in 
~ Montreal where the family welfare association used a legacy to set up old 
_ people’ s apartments in Belvedere House, which is a very attractive experiment 
. _ showing that if you want to provide the kind of houses old people need it can 
be done economically. But you have to set about it with intent and not leave 
it to chance. 
- Q. And you have in mind also the supplementary matters—medical, dental, 
and optical care, and so on, plus housing. Those are your two principles? — 
ZA. They are the two things. There are other things. There is the possibility 
of keeping people from becoming ill by providing home nursing services and 
lome visiting services. An experiment I have in mind is one which 1 is developing 
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in connection with the Montefiore Hospital in New York where they are_ 
providing services in the home to prevent people coming into hospitals and — 
institutions. There are good economic reasons for keeping people up and about | 
and well. Uae 

Q. It is conceivable, Mr. Chairman, is it not, that if an old age scheme 
of this character were to be put into operation the provinces would be in a 
better position possibly to extend greater services in the fields of curative and 
preventive medicine to these older persons? I am not saying that they would, 
but there is an open field where they could make a generous contribution?— — 
A. That is the point we have raised. We are very anxious that this committee — 
should look at the rest of old age security as well as pensions. How it shall be 
done is quite a proposition but there are these experiments going on In various 
countries relating to home service, home visiting, nutritional services, advice 
service and I think those are big problems. 

Those other services are intended to keep people fit and healthy within the | 
home—which should be cheaper for the community. 

Q. I think that is a very laudable and logical view which your organization 
has in mind. | 


By Mr. Fleming: 


Q. You have the same thing in mind as for instance the scheme in Sweden 
with regard to places for aged people?—-A. They have housing— | 

Q. Yes, permanent houses but with separate apartments in them?— 
A. Burlington is like that. 


The CuairMAN: I am informed that Dr. Davidson has written to Central — 
Mortgage and Housing asking if it would be possible if the present Housing Act — 
could provide for the building of special homes—individual apartments—for aged 
people. We will obtain some detailed information which I will pass on to 
members of the committee. 

Mr. SHaw: I think it is very important and if I may just add, we have 
very serious problems which we are running into in our various municipalities 
with respect to beds being filled by older persons, many of them pensioners, who 
have no other place to go. They are taking up space which should be utilized 
for persons who are ill. 3 

Mr. Fiemine: It is much too expensive space. } 

Mr. SuHaw: In my own town we have no less than eight of such persons 
who have no place to go. . 

Mr. Buarir: So they are in hospital. 


Mr. SHAw: Yes, and it is quite a burden on the hospital—and an unprofit- . 
able one, incidentally, for the hospital. | 


Mr. MacInnis: And they remain there for years. 


Mr. Buair: You find another situation in places where they have homes. 
for the aged. There are no restrictions, there is no compulsion, there is no law, — 
and they are not disciplinary institutions. Persons ean come and eo as they © 
see fit. They will come in from some other municipality and, when they become 
70 years of age, they draw their pension and go out and live in the town. T hen, 
later, they become ill and they are put in hospital. That does not provide a 
solution to the problem at all. Those people become then a charge on the 
municipality, They do not belong to the municipality in the first place 
but they were living in the home provided for them until receiving the old age 
pension which they established residence in an adjacent town. Sooner or later 
when they become ill they have to be looked after. | 

_ The Cuarrman: That is an objection to a pension, 


Mr. Buatr: Well it is a situation that does arise. 
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The Wirness: I was going to say that we have now got to page 5 of the 
original brief and there are a number of points we have not covered. 


The CHAIRMAN: Please go on? 


The Wirness: I was wondering whether members of the committee had 
any questions? 


Mr. Fremine: Professor Morgan, these things are all tied in together. 


’ If you grapple with the problem of housing for the aged persons and approach 


that scientifically as you suggest, these other things you are suggesting as being 
necessary could be handled along with it in a relatively simple way, could 
they not? You refer to the question of recreational provision, and the question 
of employment and so on, which will lend themselves to much easier passe if 
you first deal with the problem of housing? 


The Wirness: I think I just wanted to make it that clear if there was 
nothing else on this section I would be happy to answer you further. I agree 


_ that having raised the question it spreads itself out for examination, 


Mr. MacInnis: I think the question of housing is an extremely complicated 
one and if this committee desires some information on it, I think it would be 


- well for us to get that information from representatives of organizations that 


have embarked on housing schemes. There are a great many matters that you 


can only find out after a particular plan has been in operation for some time. 


Mr. Fiemine: Well federal jurisdiction could not go much beyond. helping 


= 4 situation of that kind subject to observances as they stand. The actual 


provision has to be made at the local level. 


Mr. MacInnis: That would depend upon what ultimately we decide to do 
with old age pensions. 


Mr. FLemine: Have you any comment to make on that? I refer to using 
the local level of government and services to achieve the best results with respect 
to these various forms of social services rendered to aged people—as apart 
from the economic service in the form of the monthly cheque?—A. Traditionally 
we have taken it that the services are appropriately local responsibilities. I 


think we have to look at two things: first, whether there is any way in which we 
ean encourage better service—as for example we now do through health grants. 


_ We have to see whether better services in the field of old age can be encouraged 


‘in any way. Health is a provincial responsibility but we maintain consultative 


and specialized services and we are now making health grants to bring the 
services up to a reasonable standard. 
Q. When you say “we” who do you mean?—A. I mean the Pie 


government. 


I see no reason why we should not go into the field of geriatrics in just the 
same way—possibly doing something towards leadership. Encouragement and 
assistance could begin with the provinces, in the same way as for health, 
that would be one way to do it. In other things like research geriatrics, and 
research rehabilitation—and may I interject that I just happened to read a 
report where, using modern rehabilitation techniques a whole lot of chronic 
people are able to get out of bed—they are still being taken care of but they 
are not bed patients. There is a whole field of medical research on geriatrics, 
where the problem of dominion leadership could be a very important factor. 

q. When Soh salle about leadership I take it that you are including the 
dominion ¢ A. There is more to it than that. JI am not sure that 
any province of itself ‘could maintain an expert institution on geriatrics—some 
might and some might not. Geriatrics is, of course, the new science of caring 
for the aged or older people, in keeping them fit, healthy, and well instead of 
letting them get sick and having to go to hospital. 
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Hon. Mr. Kine: These matters of health and care do fall within the 
narrower field and you can do better for them there? A ey 

The Witness: I do not know that I got the question? 

- Hon. Mr. Kine: The narrower you keep these services, within the muni- 
cipality and the provinces, the better? 

The Witness: That has been our general pattern of thinking but I think 
all for all services, particularly in a community with such wide differences of — 
provincial revenue possibilities as exist in Canada. There is a need for help 
in some areas for skilled specialized services; a need which justifies in this — 
field, as in health, very serious consideration. 

I would like if I may to make one small alteration of the point at the — 
bottom of page 7 where we were discussing the whole question of nursing homes 
and a piece slipped out there—about three lines from the bottom. You will 
note it says “To meet this difficulty we believe a form of government subsidy 
should be available to nursing homes—” and we intended to qualify it to the 
extent of “operated by reputable agencies on a non-profit basis.” 

We do not think that anyone who runs ‘a home for old people should think 
themselves qualified for subsidy, but licensing would bring all homes up to a — 
reasonably minimum standard and those which were being operated as a 
community service might be encouraged by some form of subsidy. 


Mr. Fueminc: You know of an unfortunate experience in our city of Toronto 
along that line. The worst cases of ill treatment of aged persons were those in 
private homes where they take in a large number of people and do not give them 
proper care. 


The Wirness: Well, the business of caring for the aged—out of sight, out of © | 
mind—is a very serious problem. It is very expensive too as you know, from — 
our experience in the city. 


The Carman: With respect to the paragraph on page 8 headed “Personnel”, @ 
do you believe that the Department of Health and Welfare here in Ottawa should — 
add to its personnel a large group of qualified social workers who would make 
continuous inquiries on the social level of the people of Canada and about the 
social conditions in which they live? . 

The Wrrness: I am not sure that I am going to put the answer quite as — 
simply as “yes” or “no”’. 

The Cuarrman: Would you comment on that? 


The Witness: I think just as in the health field we have cancer specialists, 
V.D. specialists, hospital construction specialists, so I think we need to have 
in this field of old age, specialists in social care and geriatric care as part 
of the consultative and research aspects of this field. That would be my 
reaction at the moment to that question. As we now operate we have special- 
ists and consultants and research people in federal departments because it 
is an all-Canadian problem, and the provinces all need the same kind of 
help—just as I said that we have specialists for cancer, V.D., hospital con- 
struction and other things. This now is a rapidly expanding field and the whole 
field of care of the aged would certainly justify some special study both socially — 
and medically. I do not know that it is a fair answer but it is the best answer 
I can give. 


By Mr. Fleming: 


Q. Yes, you could save money by avoiding a lot of the duplication of © 
research work that is being done in Canada right now?—-A. In various kinds of 
research—we have nothing I know of in Canada comparable to the work for 
instance which is being done in California or in New York—the universities or 
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institutions on geriatrics. I think there is a great need to put some money into 
_ finding out how to keep people well. I think that is pretty clear from the reports. 
A lot of things look like duplication—such as the work of the Nuffield Foundation 
in Great Britain, and others— 

Q. I was not thinking of that kind of thing?—A. This is a field that has been 
relatively neglected up to the present. 

Q. There are some other fields. I was thinking of in your suggestion about 
parliamentary responsibility with respect to research, and planning the method 
of undertaking research. I think we ought to avoid duplication —A. I agree. 

Q. There has been duplication in some fields of health research which has 
not been altogether desirable? 

The CHarrMan: Are there any other questions, gentlemen? Any other com- 

ments, Professor Morgan? 
rs The Witness: I do not think so, Mr. Chairman. I think I have probably 
_ said as much as [I should. 

The CuHarrMAN: Well, Miss Maines and Professor Morgan, I think the 
members of the committee will join with me in thanking you very much for your 
brief, not only for the first part of it which is very important, but also for the 
second part on the social aspects of the question. It has aroused our interest 
greatly because you organization is the first to focus our attention on this aspect 
of the problem. So we thank you very much. We are going to study your 
representations with great care and we shall do our best to give the country a 
system which will be not only workable but good for all. 

Again we thank you very much. Now, gentlemen, just one word: I have 
here a folder entitled “Other Briefs”. It contains briefs sent in by organizations, 
corporations, and even by individuals who are not going to be heard by the 
committee either because they have not asked to be heard or because they are 
not national organizations. I wonder if those briefs should be made part of the 
proceedings as an appendix? 

Mr. Fiemrina: I suggest they be included. Have we got them all in yet? 
a ‘The CuatrmMan: No. I do not think all of them are in yet. 


Mr. Fiemine: Then would it not be better to wait until we have got them 
complete and then put them all in together. 


~ 
Ay The CHarrMan: Very well. We shall have some more because there are 
some representations which we have received from organizations which the 
___ steering committee has not yet decided to hear. Therefore we do not yet know 
whether or not we are going to hear them, and accordingly the briefs are not 
_ included in this folder. 
_. Mr. Fremine: Could we not decide to have those briefs printed as an 
€ appendix to our proceedings when you think best? We leave it to you. 
The CuarrMan: Very well. I shall wait because I know there are some more 
coming in. Well, gentlemen, on Monday we shall hear representatives from the 


a Ganadian Manufacturers Association. 
i Mr. Fuemine: At what hour? 
cg The Cuarrman: At 4 o’clock in this room. 


‘The committee adjourned. 
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MINUTES OF PROCEEDINGS 
Monpay, May 15, 1950 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
M.P., Joint Chairmen, were present. Mr. Lesage presided. 

Others present: - 

The Senate: Honourable Senator Burke. 

House of Commons: Messrs. Ashbourne, Beyerstein, Blair; Brown (Essex 


West), Corry, Ferrie, Fleming, Homuth, Laing, Lesage, MacInnis, Richard 
(Gloucester), Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


Hon. Paul Martin, Minister of National Health and Welfare, was also 
present. 7 


In attendance: Mr. G. K. Sheils, Chairman, Industrial Relations Commit- 
tee, and Mr. H. W. Macdonnell, Legal Secretary, Canadian Manufacturers’ 
Association; Dr. G. F. Davidson, Deputy Minister of Welfare. 


Mr. Sheils made a general statement, then presented a brief on behalf of 
the Canadian Manufacturers’ Association. 


} The brief was taken as read and it was ordered that it be printed in this 
days’ Minutes of Evidence. 


Examination of Mr. Sheils and Mr. Macdonnell followed. 


At 6.10 p.m., witnesses retired and the Committee adjourned until 
Tuesday, May 16, at 4.00 p.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE . 


Housr oF COMMONS, 
Monpay, May 15, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 4:00 p.m. Hon. Senator J. H. King and 
Mr. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CHAIRMAN: Gentlemen, we have a quorum. On my right are represen- 
tatives of the Canadian Manufacturers’ Association. They are Mr. G. K. 
Sheils, the Chairman of the Industrial Relations Committee of the Canadian 
Manufacturers’ Association and Mr. H. W. Macdonnell, the Legal Secretary 
of the Canadian Manufacturers’ Association. Gentlemen, all members of the 

- committee will join with me when I say we are very grateful to you for having 
come here this afternoon to give this committee the opinion of the members of 
your association, which represents a large section of the Canadian people. Our 
committee is doing its best and trying very hard to find a solution to this very 

complicated problem, and we appreciate very much the fact that you are willing 
to help us in this tremendous work. Mr. Sheils you have the floor. 


Mr. G. K. Sheils, Chairman of the Industrial Relations Committee, 
} Canadian Manufacturers’ Association, called: 


The Wirvess: I would like, Mr. Chairman, and gentlemen to make a short 
_ explanatory statement before the questioning takes place on the various portions 
: ‘of the brief, and that is simply this: As you will have noticed in our brief, we 
point out that the annual general meeting of our association takes place in 
- Toronto the latter part of next week, and in keeping with democratic principles 
we have always made it a practice to submit important questions to the annual 
_ general meeting, and try to get the expression of opinion of the members present 
thereat. This question of old age security, and particularly the retirement 
ts pension section of it, occupies a most important place on the agenda for this 
forthcoming meeting. As a matter of fact, we propose to discuss old age 
security and retirement pensions for the first. two days out of our two and 
one half days meeting, so that it is not being slighted by any means. In 
view of this it had originally been planned that we would appear before this 
committee immediately following our annual meeting so that we would be 
able to give you the full views of the association on certain points. I wish to 
'make this reference just so that no member will feel that if either Mr. 
~Macdonnell or myself appears unable to answer you fully on any question you 
will not feel that we are trying to hedge on the thing; it simply will mean 
that we are not posted on the thinking of all members of the association on 
that particular point, and we therefore hesitate to try to express their opinions 
when we do not know what it is. I hope there will not be many points on 
which I might have to do that, but I am anxious that the committee members 
should not feel we are trying to hedge or cover up on something if we say 
frankly we are unable to answer that point. 

I do not think there is anything I need weary you with in connection with 
the brief. I hope it has been of interest to you and constructive and that if 
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you desire, sirs, we are prepared to proceed and try to answer any questions 
you may ask. I do not think I should take the time of the committee by trying 
to review it. . y 

The CHARMAN: The members of the committee will have noted in reading 
the brief of the Canadian Manufacturers’ Association that after an introduc- 
tory part which covers the three first pages, the brief is very well divided 
under relevant headings. If it is the wish of the committee, questions may be 
asked first on the introductory part and again when we cover each paragraph 
under its caption, one at a time. Would it suit you, Mr. Sheils? 

The Witness: Splendid. 

The CHAIRMAN: Would it suit the members of the committee? 

Carried. 


TO THE CHAIRMAN AND MEMBERS 
OF THE 

JOINT HOUSE OF COMMONS-SENATE 
COMMITTEE ON OLD AGE SECURITY: 
Sirs: 

The Canadian Manufacturers’ Association welcomes the opportunity of 
expressing its views on the very important subject which your Committee has_ 
been set up to consider. * 4 

In 1929, and again in 1938, our Association went on record as favoring the 
adoption by the Government of Canada of an “all-in”, contributory system of 
old age pensions under which the recipients of pension benefits would receive 
them as a matter of right, not as a matter of charity. Having reviewed the 
question in the light of present day conditions, the Association still adheres to 
the broad lines of policy which it advocated in its two earlier submissions. What 
follows in this brief is, therefore, largely an elaboration or expansion of our 
previous representations on this subject. ‘y 

It is common knowledge that during the past fifty years, the proportion 
of the Canadian population in the older age groups has steadily increased. Thus, 
the Bank of Nova Scotia “Monthly Review” of February, 1950, states that 
children and young adults now make up a significantly smaller percentage of 
the population than at the beginning of the century, i.e. 54 per cent as against 
63 per cent; that the proportion in the 30 to 44 age group has changed but 
little, ie. from 18 per cent to 20 per cent; that, on the other hand, the proportion 
of age 45 and over, has increased from 19 per cent to 26 per cent; and that over 
the fifty-year period, while the number of children under 15 has about doubled, 
the number of persons of age 45 and over, has more than trebled. 

This growing percentage of aged persons in our population serves to empha- 
size the necessity of dealing with this problem of old age security on a long 
range, constructive basis rather than by means of short term measures or 
expedients. 

As previously stated we are of the opinion that a contributory old age 
pension plan on a national basis is an essential factor in the provision of that 
level of protection for the aged which is demanded by today’s social thinking. 
We believe further that the minds of most men who have made a close study of 
this problem are turning in this same direction. They are beginning to realize 
that this basic level of protection or “security” will never be attained by the 
establishment of industrial pension plans, whether set up solely by employers, 
or jointly by unions and employers. They note the fact that, after seventy-five 
years of pension plan experience in the United States, only about four millions 
of that country’s sixty millions of gainfully employed persons are covered by 
such industrial plans. The comparable Canadian figures are 630,000 workers 
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covered by pension plans out of 5,000,000 gainfully employed persons. They 


can see also that many of the largest of such joint union-employer plans result 
in the provision of pensions for members of powerful unions at the expense of 
all other workers in their role of consumers and taxpayers. There are definite 
indications that these other workers are, themselves, beginning to realize that 


this is the case. 


Another factor which tends to raftneter informed public opinion towards 


- the enactment of the broadest possible form of contributory old age pension 


legislation is the belief that unless such a plan is set up, there will increasingly 
be a tendency to try to provide the desired protection for the aged through the 
medium of the existing Old Age Assistance Scheme. As to this, the Association 
still believes, as it stated in 1929 and in 1938, that, in the words of Charles 
Booth the well-known English Sociologist, to “select the poor is to pauperize”, 
and to put a premium on thriftlessness and fraud. The only justification for such 
a system is that the alternative, viz. doing away with the means test and pension- 
ing everybody, would be too expensive. How expensive it would be has been 
clearly explained by the Honourable the Minister of Health. As he points out, 
the burden which would be imposed on the country’s economy would become 
more serious year by year. As a result of the increasing longevity of our people 


. and the gradual lengthening of the period of education of our youth, the task 


T 


of producing the wealth of the country, out of the proceeds of which pensions 
along with all other social security benefits must come, falls upon a steadily 
declining percentage of our population while at the same time, the proportion 
in the aged, or recipient, group continues to grow. This situation which is even 
more strongly marked than twenty years ago adds, it is submitted, great strength 
to the argument that the contributory or insurance pension plan in combina- 
tion with coverage as universal as possible serves the triple purpose of keeping 
down the expense, eliminating the incentive to thriftlessness and fraud, and 


Ay stimulating instead of sapping, self-reliance and independence. 


In short, we submit again as we did in 1929 and 1938, that considerations 


| of coverage, equity, the avoidance of costly and discriminatory “relief” or 


“charity” payments, and the protection of both the economy of our country and 
the aged in our population, all argue for the inauguration of an over-all, con- 


 tributory old age pension plan on a reasonably adequate basis. 


In our opinion, any such plan should have incorporated in it the Falla oust 


basic principles, i.e.:— 


1. Coverage 


(a) Substantially all gainfully-employed persons. 
The cost of pensions, whether financed by contributions of employers only, 
of employers and employees, from Government revenues, or by a combination 


_ of two or ‘more of these methods, must, in the final analysis, be paid from 
profits, or in the form of higher prices, or taxes, with resultant discrimination 


against any group excluded from coverage. 
As above mentioned, certain industrial plans have exactly this. effect—a 


- national plan should seek to avoid this weakness. In addition, partial coverage 


impedes the movement of workers between covered and non-covered employ- 
ments, militates against the hiring of older workers and complicates administra- 
tion of the plan. For this reason, coverage under the plan should be made as 
nearly universal as possible. In this connection, it is of interest to note that 


_ the United States, after thirteen years experience wih a contributory old age 


pension plan which originally excluded all self-employed persons, domestic 
service, farm labour, employment by non-profit institutions, etc., 1s in process 
of considering a bill known as H.R. 6000 which seeks to extend the coverage 
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of the plan to the great bulk of non-farm self-employment, to all domestic — 
service except on farms, to borderline agricultural labour such as packaging, — 
processing, etc. and to workers in non-profit institutions. | | 


(b) Coverage should not be limited or deferred by eligibtlity requrements. oS 
Under practically all industrial plans, there are certain eligibility require- — 
ments such as age, length of service, etc. Under a national universal coverage — 
plan, each employed person carries all credits which he has earned to date — 
with him when he moves from one covered employment to another and the 
legal, administrative and financial reasons for limiting eligibility which obtain 
under industral plans do not exst. On the contrary, coverage under a natonal 
plan should ‘begin with the first pay period in covered employment of each | 
employed person and continue so long as he remains in covered employment, 
regardless of transfers from one employer to another. This has the effect of — 
obtaining the maximum over-all volume of contributions to the plan and at 
the same time, assists the individual participant to build up the required — 
minimum number of contributions without which he is not entitled to draw 
benefits. 4 


2. Financing of Plan. 
(a) All participants in the plan should contribute. 
If the contributory plan is adopted as has been urged, it follows that all 
the participants in the plan should contribute. In the case of employed persons, 
the principle usually adopted, which the Association recommends, is that of — 
equal contributions by employer and employees. If it is found practicable to — 
include the self-employed, their contribution might well be set at one and one- — 
half times the regular employee’s rate, which is the method proposed in the ~ 
U.S. Bill H.R. 6000 now before the Senate. Under a national, over-all, con-— 
tributory pension plan, benefits should be tied to contributions made by or on — 
behalf of a participant, and in order to avoid the payment of pensions in excess — 
of a reasonable maximum, it should be provided that contributions shall be © 
levied on earnings only up to a certain specified amount. For example, Bill — 
H.R. 6000 sets out that contributions, whether from employer and employee, 
or from the latter only as self-employed, shall be based on annual earnings — 
not in excess of $3,600. The Canadian limit should be proportionately lower, 
having regard to the difference in national income and wage levels. . 


(b) The plan should be self-supporting except for administrative costs. 
The Canadian Government presently carries the administrative costs of — 

the Old Age Assistance Scheme and of the Unemployment Insurance and | 
Employment Service system. It would, therefore, seem to be appropriate that, 
as its contribution to this over-all old age pension plan, the Government should 
carry such costs, particularly if, as would seem to be desirable, the,administra- 
tion of any new old age pension plan adopted is integrated with that of one or — 
more of the existing “Social Security” measures. ! | 


(c) The plan should be established on a modified pay-as-you-go. basis. | 

If the proposed old age pension plan were set up on a straight pay-as-you- _ 

go basis, the contributions required to meet the pension outlays would be 
very small during the early years of its life. If, on the other hand, the contri- — 
bution rate were established at the outset at what might be found actuarily 
necessary in order to provide, on a “level-rate” basis, for the total pension 
payments under the plan in its later as well as its earlier years, a large reserve 
fund would build up during the initial period when, as stated above, benefit 
payments would be small. The presence of such a fund would stimulate 
unsound but nonetheless politically embarrassing demands for increases in 
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ea benefits. As against this disadvantage, the straight pay-as-you-go basis would 


obviously result in higher contribution rates in the later years, when the plan 


is fully operative, than would be required under the “level-rate” scheme. 


In these circumstances, it is submitted that what should be done is to 
adopt a reasonable compromise between these two methods and to start off 
with a contribution rate a ‘little higher than is required to meet benefit outlays 
and thus build’up a contingency reserve equal to two or three years of pension 
payments. Then, as these payments increase, the rates of contribution would 
be adjusted upwards to meet them but the required adjustment would not be 
as sudden nor would the final rate be quite as high as would have been the 
case on a straight pay-as-you-go basis. The existing U.S. Social Security 
legislation -offers an example of this form of treatment. With a contribution 
rate of 1% for both employers and employees, a contingency reserve of eleven 
billions has been built up between 1937 and the end of 1949. This reserve will 
cushion both the upward adjustment of the contribution rate which will be 
required as pension payments increase and the final rate level. Had the U.S. 
plan ‘been set up at the beginning, on:a “level-rate”’ basis, by this date the 
reserves would have reached such astronomical figures that it would have been 
very difficult to resist unreasonable demands for higher benefits. If such 
demands are granted, the inevitable result will obviously be even higher costs 


and contribution rates than presently contemplated. 


3. Benefits 


(a) Pensions should be related to the contributions made by or on behalf 
of the individual participant, except for persons entitled to not more 
than the “minimum pension” referred to in (c) hereunder. 

“Flat”? or uniform pensions are not feasible in countries where there is a 
wide spread between the wage rates in various occupations and geographical 
areas. (This principle 1s recognized in the present U.S. Social Security legislation 
which has been in force since 1937 and in Bill H.R. 6000 above mentioned 
which seeks to expand and liberalize the current contributory pension system). 


_ Instead, subject always to the participant having made the prescribed minimum 


number of contributions to entitle him to pension benefits, and to what is said 
in Section (c) hereunder re “minimum pensions” the pension payable to the 
participant when he reaches retirement age and “goes on pension” should be 
related to his earnings in covered employment and the contributions made with 
respect thereto. 

In the setting up of such a plan, the first step is to arrive at a contribution 
rate which when paid by both employee and employer will, plus interest, yield 
the amount of pension considered to be “reasonably adequate”. The rate structure 
thus developed would then require to be modified somewhat in order to take 
care of certain related factors. For example, if, as is recommended above, it is 
decided to set up the plan on a modified pay-as-you-go basis,.then the contribu- 
tion rate at the start would need to be set somewhat lower than if the level 
rate-high reserve method were to be followed. 


(b) Pensions should be paid to widows and orphans of participants. 
Provision should be made for the payment of pensions to the widows and 


orphans of participants, such payments to be calculated as a percentage of the 


pension benefits of the participants themselves. The financing of these benefits 
should be taken into consideration in determining the rate of contrrbution. 


(c) Minimum Pensions. 
In the Association’s view, there should be established an appropriate 


minimum pension payable as of right, to persons in covered employment, who 
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at the time of the setting up of the said plan, were at or beyond retirement age 
or were so close to it that their contributions would not be sufficient to entitle — 
them to a pension in excess of such amount. a 
' There are tivo. obvious ways in which such minimum pensions might be — 
financed. They might be paid out of the contributory old age pension fund, 
or they might be paid from the general revenues of the Government. 
The making of a choice between these two methods, involves so many 
important considerations that before making any definite recommendation with — 
respect thereto, the Association wishes to give the whole matter further study 
through consultation with its general membership, and discussion at its Annual — 
General Meeting to be held in the last week of May. We would therefore ask 
permission to make further representations on this particular question, when — 
our representatives appear before your Committee for purposes of explaining, 
or speaking to, any section or sections of our Submission in which your — 
Committee may be particularly interested. 


4. Pensionable Age. | 
At present the retirement age specified in U.S. old age pension legislation — 
is sixty-five for both men and women. In Great Britain it is sixty-five for men — 
and sixty for women. There are, however, in our opinion, a number of very 
good reasons why the retirement age under the proposed contributory old age 
pension plan should be well above sixty-five. 3 
These are: | 
(a) the increasing longevity of both men and women and their demon- 
strated ability, under the improved working conditions now in existence 
in almost all employment, to work at higher ages than formerly: 
(b) the lengthening period of education for our young people, thus delaying © 
their entrance into the ranks of the producers of wealth; - 
(c) the fact that, in view of the foregoing, the responsibility for production 
of the revenue which is to be taxed (by contributions) to finance the 
steadily increasing cost of old age protection for the group referred to ~ 
in (a) above is being borne by a gradually decreasing percentage of 
our total population, and that the setting of the higher retirement age — 
would, in a measure relieve this situation, and 
the cost considerations involved in the purchase of a pension under the © 
insurance type of plan—in other words, the fact that, given the same 
contribution rate, the pension available, say, at sixty-eight or seventy, | 
would be much more satisfactory than that available at sixty-five. 


S 


On the other hand, the Association realizes that the great majority of the 
industrial pension plans which are presently in operation in industry, commerce 
and finance, specify a retirement age of sixty-five for men and sometimes as low — 
as sixty for women. If the retirement age fixed under a national insurance plan 
were higher than sixty-five, the problem would be created for employers of 
working out with their employees arrangements for bridging the gap between 
the two ages. 

It is also recognized that in some industries, a certain percentage of 
employees are not physically capable of continuing to work after sixty-five. This, 
no doubt was one of the governing considerations in U.S. and U.K. in making — 
pensions available at sixty-five. 

Such being in rough outline the arguments in favour of fixing the pension- 
able age (a) at sixty-five, and (b) at a substantially later age, there remains 
as an all-important consideration in arriving at a definite decision, the question 
of cost,—in other words, how much the country can afford. This whole question — 
of what the pensionable age should be, would seem to require the most careful 
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study by all concerned and it goes without saying that the Association stands 


ready to co-operate in every possible way in the carrying out of such a study. 


5. People should be encouraged to continue to work after whatever retirement 
age ws fixed. 
There may be cases where it would be the desire of both employer and 
employee to have continued in employment beyond whatever retirement age is 
fixed, a worker who is mentally and physically able to perform efficiently, and 


with safety to himself and others, available work. This should be not only 


permitted but encouraged under the plan, which should provide that during 
such further period of employment prior to retirement, contributions from both 
employer and employee continue and that upon retirement the pensions of such 
employees should be increased, having regard to such additional contributions 
and to the shorter life expectancy of the pensioner following such deferred 
retirement. 

Further, in the case of persons who have retired and are in receipt of 
pensions, there should be provision for encouraging them to continue to con- 
tribute to the production of the country by accepting occasional or part-time » 
employment. To this end no contributions should be required from them in 
respect of such work and their pensions should not be reduced unless the earn- 
ings received for such work exceed a specified amount which should be higher 
than that presently fixed in respect of Old Age Assistance payments. 


6. Contributions allowed as deductions for income tax purposes. 


Contributions by employees and employers under the proposed national 
plan should be allowed as deductions from taxable income. This is in line with 
the treatment presently accorded such payments made in respect of approved 
industrial plans. It follows, of course, that where the contributions are thus 
exempt from taxation, the Reon benefits should be considered as income for. 
tax purposes. 


7. Assistance for dependent aged who cannot be brought under the proposed 
national contributory plan. 


It is recognized that it will probably not be administratively feasible to 
make the contributory plan universal at the outset (vide the U.S. experience 
in this respect) and that, therefore; for some years at least, there will remain 
the problem of providing “relief”? for the dependent aged who are not covered. 
Pending the ultimate bringing of all such persons into the contributory and 
pensions-as-a-matter-of-right class, it is submitted that a means test ,either as 
at present or as may be amended, should be retained for this Old Age Assist- 
ance group. Further it would seem to us to be important that should the 
Government consider making any reduction in the age at which a person 
becomes entitled to apply for Old Age Assistance, the age should in no circum- 
stances be reduced below the retir ement age fixed under the contributory pension 
plan. 

In submitting the above views, the Association has deliberately refrained 
from attempting to say what the rates of contribution and of benefit should be. 
It assumes that it will be agreed that in fixing such rates, account will have to be 
taken of the basic differences between the national income and wage rates of 
Canada, and of other countries whose pension experience may have been studied 
by your Committee, to the end that the additional financial burden imposed upon 
the country’s economy may be borne without danger thereto, or impairment of 
other vital national services. 

As previously mentioned, the Annual General Meeting of our Association is 
being held during the last week of May. At that time, this whole question of 
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Old Age Security will occupy an important place on our agenda. It may well be — 
that arising out of our discussions at these sessions, we may desire to submit to — 
your Committee certain other or further recommendations on this important — 
subject. We sincerely trust that this may be permitted either in the form of a 
supplementary Brief, or by oral presentation. 

All of which is respectfully submitted, 


CANADIAN MANUFACTURERS’ ASSOCIATION (INC.) 


G. K. SHEILS, 
Chairman, 
Industrial Relations Committee. 


Ottawa, April 1950. 


The CuarrMan: Are there any questions on the introductory part? 

Mr. Fuemine: I take it it is the view of your association, Mr. Sheils, that 
the institution of a contributory old age pension plan on a national basis, as you 
have outlined it here, is an urgent matter for Canada. 


The Witness: Yes, sir. 


By The Chairman: 

Q. The most important point in the view of your association is that the 
pension should be paid as a matter of right and not as a matter of charity?—A. 
Under this contributory system. . 

Q. Yes, of course; it follows from Mr. Fleming’s question.—A. Yes, sir. 

Q. That means the abolition of the means test?—-A. For the contributory 
section. 

Q. For the contributors?—A. We have stated in one of the paragraphs we 
think there will need to be a supplementary non-contributory means test section. 

Mr. Fuieminc: That is later? 

The Witness: Yes. 

The CuarrMan: And your opinion also, as revealed in the introductory part 
of the brief, is that there is considerable pressure from the people of Canada for 
an improvement in this field, for better coverage? 

The Wirness: That is the opinion of our membership, sir, in the discussions 
we have had. | ; 

_ Mr. Brown: You have knowledge, of course, Mr. Sheils, of the envy with 
which people look at a huge fund built up. Is it your view that there should be 
such a fund accumulated? 

The CHarrMAn: That comes later, Mr. Brown. 


The Witness: I quite agree with your suggestion as to what people will 
want to do with it if a huge fund is built up. We would like to get away from 
that. ; 


By The Chairman: 

Q. You put some emphasis, at the top of page 3, on the abolition of the 
means test.—A. We are endeavouring there, sir, to point out that in our opinion 
the pressures which are being exercised to abolish the means test in connection 
with the present non-contributory pension plan are dangerous and should be _ 
resisted. We do not believe in the abolition of the means test for the non- _ 
contributory system. 
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Q. What you present is a double system?—A. Yes. Primarily a contributory 
plan; secondly, for those groups and individuals who cannot be brought under the 
contributory plan, and extension of the present system. 

Q. Or whose benefits under the contributory plan would not be sufficient ?—A. 
‘Oh, yes, I did not follow you for the moment; those who after receiving a 
contributory pension as a matter of right would be adjuged to be still in destitute 
circumstances. 


By Mr. Shaw: . 

@. May I ask the witness if he would take issue then with the associations 
who have advocated a basic pension say at age 70 for those who are now in 
that age category, without a means test? You would take issue with that posi- 
tion, would you? 

The CHaiRMAN: You mean a universal pension? 

Mr. SuHaw: A basic pension for those say over 70 years of age. 

The CuairMan: That is not related to the contributory pensions? 


The Witness: No, sir, we do not take issue with that. On page 9 we approve ~ 
minimum pensions, we deal with that. | 


By Mr. Shaw: 

Q. But the witness has already said he advocates the maintenance of the 
the means test for those who cannot qualify under a contributory scheme. You 
do not agree, then, with those organizations who have advocated a basic pension 
for all over 70 years of age without a means test?—-A. I think the confusion 
arises, sir, in the definition of “qualify.” What we have in mind is that those 
persons who would be covered by the law relating to the contributory plan and 
who are past the retirement age or at it, would get this minimum pension as 
a matter of right; those who would never come under the contributory law 
because of administration difficulties, we will say, in covering them, they, we 
feel, should continue on the means test type of pension aid. 

'Q. Does that, Mr. Chairman, include those who are presently in receipt 
of old age pensions? You say they should continue to be subjected to a means 
test?—-A. Yes, those who are presently in receipt of old age pensions. 

The Reeats ts You have a paragraph on this further on. May I suggest 
we get to page 4. 


By Mr. Shaw: 

Q. Before you leave page 8, there is one other matter. I notice down about 
two-thirds of the distance of the page, they make reference to such things as | 
“thriftlessness and fraud . . . sapping, of self-reliance and independence’’, and 
that is said in reference to non-contributory schemes. Now, would you say, Mr. 
Sheils, that people have been guilty of thriftlessness, fraud and lack of self- 
reliance and independence, in those cases today where we have pensions on an 


non-contributory basis?—A. Undoubtedly some of these people have. 


Q. You are referring now to which type of pension; would you be specific? 
—A. I am speaking of the type of pension where the recipient is found to be 
eligible under a means test. 

Q. You are speaking of the old age pensioners of today?—-A. Yes; undoubt- 
edly some of those people are in that position because of thriftlessness. 

Q. There may be the odd person.—A. One hears of that when one hears of 
a pension being awarded to some one in a neighbourhood and several other 
people in the neighbourhood hear of that and know that they were in similar 
circumstances to the pensioner when employed. They, however, saved a little 
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money and now cannot qualify under the means test; they feel that a premium 
has been put on thriftlessness in that their neighbour has been able to qualify 
under the means test. 7 

The Cuarrman: If you take away the means test you have opened the door? 

The Wrrness: Absolutely. We do not agree that the means test should be 
abolished on the non-contributory pension scheme. 

Mr. Smrru: What would happen to these people who are now employed and 
who are not making payments into a contributory pension scheme?. 

The Cuamrman: That comes a little later, Mr. Smith, in the details of the 
plan proposed by the ‘Canadian Manufacturers’ Association. 

Mr, Smirx: I read it rather hurriedly and I did not see that it was covered. 

The CuarrMAN: We are coming to coverage on page 4. 

Mr. Suaw: The phrase is used on page 3: keeping down the expense. Is 1 
the opinion of the Canadian Manufacturers’ Association that a contributory 
scheme can be administered more cheaply than the scheme we have today? 

The CHairMAN: That is one quite important question, but I thought we 
could keep it for the time when we see exact details of the plan which is 
proposed. 

Mr. Suaw: Mr. Chairman, I merely referred to it because it is given as 
one of the triple purposes in this scheme which is advocated. Before leaving 
page 3, and in relation to what I said previously, I rather fancy personally— 
it is only a matter of opinion, now—that probably the expressions used on page 
3 to characterize the condition that has developed under our existing old age 
pension scheme are a little too strong under the circumstances. It is just an 
opinion. I was rather put out when I read those expressions but I will leave 
it at that, Mr. Chairman. 

Mr. Cuatrman: I do not want to prevent you from asking any questions, 
Mr. Shaw. 

Mr. Suaw: No, no, Mr. Chairman, I am just expressing the view that I 
think the language was too strong, because we have other forms of non-contri- 
butory pensions such as the R.C,M.P. pensions and certainly those conditions 
have not developed in relation to them. 

Mr. MacInnis: Even judges pensions, too. 

The CHAIRMAN: But they are not under a means test. 


Mr. MacInnis: Certainly not. Take away the means test and you will 
not have these conditions. 


The CHAIRMAN: Coverage, on page 4, (a) substantially all gainfully 
employed persons. ‘ 


By Mr. Fleming: 


. I wonder if Mr. Sheils could help us by being a little more specific about | 
certain groups. He has mentioned the experience in the United States and what 
is proposed in bill H. R. 6000 of which we have heard something previously. 
Is he prepared to make any comments as to how far we can go in Canada in 
including some of these groups which have presented difficulties elsewhere from 
an administrative point of view——A. Well, sir, I think that depends a great 
deal on the inventiveness and ingenuity of the government department which 
is administering those. Speaking as an individual I would imagine that the 
initial plan would take in groups such as are now covered under unemployment 
insurance where the contributions can be handled by a payroll deduction and a 
payroll tax on the employer; and again speaking as an individual, if I were 
setting this thing up, I would hesitate to try to cover much beyond that until 
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_ I had the plan clicking and could see what the implications were. I think that 
the fact that in the United States they did much of what I am suggesting shows 
that after running the plan for a number of years they have determined that 
they are able to make those extensions to the groups such as I think you have 
in mind. 

Q. From your study have you come to any conclusions—I understand you 
have—as to the advisability from an administrative point of view of including 
some of those who have been left out of the United States scheme? For instance, 
I am thinking of farmers, agricultural workers and the self-employed?—A. I 
can see some difficulty in that. In the United States, as you know, they are 
getting away from that now and they are trying to provide coverage for a lot 
of those people such as farmers, the self-employed and so on. One of the 
great difficulties there is providing coverage for the self-employed. I believe 
they are doing something about that now, but just what it is I do not know. 

Q. I take it then that it is your opinion that the plan should be as inclusive 
as possible and it is a matter of just how far to go, subject to overriding admi- 

nistrative difficulties—A. You put it exactly, sir; we say as nearly universal 
as possible and that if universal coverage is not administratively feasible at the 
outset it should be set up on as near a universal basis as possible and then 
extended in future years to bring in as many as you possibly can under it. 

Q. Am I correct in assuming that this proposal which you are putting before 
_ us is essentially similar to that now operating in the United States?—A. Not 
entirely, sir, no; as to coverage, yes, they are trying to get it as nearly universal 
as possible but we have not attempted to spell out, for instance, the benefit 
formula which is one of the features of H. R. 6000. 

Q. But outside of that you are advocating the employer-employee contribu- 
tory system?—A. Right, sir. 

@. Based on the insurance principle that you pay in so much and you take 

out so much?—A. Yes, 


By Mr. Richard: 

Q. The contributory plan would be paid by all?—-A. That is the principle 
of it, sir, but I would like to put it this way; that in the case of a man who is 
today employed in the manufacturing industry, if anything like this comes up 
-and eventually he comes to retirement age, if he is not covered by this plan he 
would be by the other one, the non-contributory plan. 

Q. Such as the one we have today?—A. Yes, like the one we have today; 
but if he were under this plan he would never get into that position because he 
would be covered under this plan, he would contribute and get his pension as 
a matter of right, so that in the long run the institution of this plan would 
relieve pressure on the one you have at present. 

Q. But if he wanted to have the benefit of this plan he would have to 
remain under it, is that the point?—A. He would have to remain under the 
non- -contributory plan until such time as it became possible to bring him under 
_ this one. 

Mr. Ferrte: What about the small dealer? 

The Wirness: You mean the self employed? In the United States they 
have apparently found it possible to include them. 

Mr. Ferrin: And there are about 42 per cent in that category. 

The CuHarrMAN: I might say, Mr. Ferrie, that with conditions the way they 
are at the present time the unemployment insurance scheme covers nearly 60 
per cent of all the working force. 
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Mr. Suaw: Mr. Chairman, does Mr. Ferrie include in that 42 per cent— 
does he take into account there all the farmers, farmers’ wives and children — 
and so on? 4 
Mr. Ferrite: I am talking about the labour population now. 
The CHarirMAN: You mean the labour force. 
Mr. Ferrie: The labour force, yes. 
Mr. MacInnis: Might I ask one question here? 
The CuarrMAn: Mr. Ferrie has the floor. 


By Mr. Ferrie: 3 | 
Q. How does the witness feel that they should be taken care of—I refer — 
to the non-contributory people? How do you feel it should be done. You said | 
you do not agree with that. How are you going to give it to one part of a popula- — 
tion and not to the other, particularly those individuals who are not and prob- — 
ably never will be in a position to participate in a contributory scheme of this — 
kind? Let us suppose that you have a man who has contributed for a time, and 
then assuming that he has done that you find that he is away out on a farm 
and there is no place for him to come under the scheme or continue under the 
scheme; how is such a man going to get any old age security? Is he going to © 
have to come under this means test program?—A. That is right, sir. We feel — 
that a great many of those people who will not come under the contributory — 
plan at the outset will gradually be taken in under an extension of the. scheme — 
similar to the one they have now in the United States where it is being extended — 
to include the self-employed. This scheme is entirely contributory, as you know, 
the employers and the employees have put in the money for it and the govern- | 
ment has not contributed to it except for the administrative expense, and as a 
result a man is entitled to pension as of right. In the case of a man who is not 
under that, who has not contributed to such a pension plan, we feel that he would 
come under the means test plan. a 
Q. That may be true up to a point, but as you say he has not been paying ~ 
into the fund and he cannot collect from the fund; why should he be deprived — 
of the right to a pension?—A. If you will excuse me, sir, I haven’t heard of 
a system by which you can collect from them. I just say that as an individual — 
I do not know how to go about it, and I must confess that I have not the unremit-_ 
ting ingenuity of government departments to meet such an issue. I would like. — 
to see that man covered as soon as administratively possible. ye 
The CuHatrmMAn: Would you allow the self-employed to come under the 
scheme voluntarily; give each individual a right to make his contribution into — 
such a fund if he wishes to? | 4 
The Wirness: Yes, if that is administratively possible; but in any event 
he should be eligible for a means test group benefit 


By Mr. MacInnis: 

Q. My question refers to the contributory plan. We examined the United © 
States plan very closely here and I think that we have found that a person 
may contribute to the plan for many years depending on the kind of employ- 
ment he is in when he is in employment and that only certain employments are 
covered, and yet he may contribute all his life and not be eligible for a retire-_ 
ment pension when he has reached retirement age because he did not acquire — 
sufficient insurance credit—A. Yes. 
Q. How would you deal with that situation?—A. He would come in the 
category which I mentioned to the chairman at the outset here. If he is entitled 
under the contributory plan and had not been able to pay, or had lapsed, or 
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_ if his contributions were so small and his income would be such that he was still 
- in necessitous circumstances then he would come under the means test non-con- 
_ tributory plan. 


- 


Q. I am thinking of a situation similar to the one you  Feferred to at the 
bottom of page 2, to the present employer pension schemes, where only the 
large and powerful organizations can form such a scheme. There you have a 


- man contributing according to his ability and yet he could not get a pension as 
of right when his retirement age comes. He is in there now but because of cir- 


cumstances perhaps over which he or nobody else has any control he has not 


been able to continue his employment and when he reaches the retirement age 


he cannot get that pension which he thought would be his as of right—A. It all 


- comes down, I am afraid, sir, to a matter of dollars and cents. Once a man has 


come under the plan and has contributed and as our plan builds up further 
and in ratio to his contributions he draws pension. You might say there that 


_ you raise a somewhat similar point to what has been put forward—when a man 


stays under a contributory plan long enough to make his qualifying contribu- 


_ tions then he draws his pension as of right; if he does not stay in long enough 


to make his qualifying contributions then he is not really covered by the plan, 
he is not qualified under the plan. 
Q. No, but I do not think you mean that the way you said it. He comes 


in under it and starts under it but probably not because of any choice of his 


own he may find himself today in an occupation which is covered and tomorrow — 
in one which is not covered, yet he has no choice in the matter—A. Well, sir, 


_ the plan is set up under a wide inclusive basis such as we have in unemployment 
- insurance—under that scheme today a man can change to a wide variety of 


employment and still be under the scheme. That is one of the benefits of the 
plan we propose. We say that a man can go from industry to industry; let us 


4 say he can go from manufacturing to retail stores, or from retail stores back to 


manufacturing, and he is still covered by the basic plan that we shave in view. . 


Today if a man shifts from one factory to the factory across the street which is 


not covered he is just out of luck in the factory across the street. He is covered 
only so long as his employer comes under the pension scheme to which he is 


contributing. 


Q. That is not the way it works out under the American scheme—A. It iis 


not working out at the present time that way because of the fact that all 


employers were not included. 
Q. That has not worked out that way for those who are employed under 


it now, because there are 35 per cent who are not covered—I think that figure is 


right, 35 per cent of those who contribute iat the present time are not covered 
- by insurance——A. You mean employment in work which is not covered? 


Q. No, they have’nt acquired a sufficient contribution—A. I beg your 
pardon. 
Q. Because of intermittent employment they have not acquired sufficient 


~ eredit.—A. Pardon me, I did not understand your question. 


Q. The same fond apples to unemployment insurance; everybody who 


contributes to unemployment insurance is not automatically qualified—aA. No, 
he has to work up a certain number of qualifying payments. 


re ee 


Q. Over a period of time—A. Yes. If I understand your question correctly 
you are asking, what happens to the man who does not stay in long enough to 
get these qualifying payments? 

Q. Who cannot stay in—A. Who hasn’t been in there long enough to 
qualify. I think, Mr. MacInnis, such a man in our opinion would have to come 
under the non-contributory plan of old age pension to get any benefit. 
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By Mr. Shaw: ie 

Q. Mr. Chairman, on page 4 there is a reference to industrial pension plans 
and there the weakness is stressed by the C.M.A. that it does not provide — 
universal coverage and that discrimination results. Would the witness agree — 
that in any contributory scheme it was reasonable to assume that to the extent 
that it did not cover all Canadians it was discriminatory, and could he tell us 
how you are going to overcome that discrimination with respect to those sections © 
of the Canadian population who could not be covered?—A. There is no argument 
on that score. 

Q. The scheme would discriminate against those persons?—A. Yes, you 
cannot avoid it. That is why we say our scheme—if universal coverage under _ 
our scheme is not possible at the start, we should keep on striving to get — 
universal coverage eventually because we feel any group that is not covered by 
pensions is discriminated against. _ 

Q. Would you say to that extent discrimination is more than likely to occur 
under any universal contributory scheme?—A. Not universal. i ) 

Q. I mean partial coverage—A. I do not think it can be avoided. We do- 
feel that the discrimination which now exists will be reduced under the type 
of plan which we advocate, provided it is given as wide a coverage at the start — 
as unemployment insurance, and there is continually a striving towards still 
further expansion of the coverage. We feel at the start the discrimination which 
now exists will be reduced and that with each further expansion it will be further 
reduced. But until the coverage is universal in the full sense of the term,—and — 
I cannot say whether that is ever possible,—there will be that segment of | 
discrimination. 

Q. It is conceivable that under the scheme proposed by you there could 
ee greater discrimination on the person who is not covered?—-A. We cannot see — 
that. 

Q. You say you cannot see that?—A. No. 

Q. I say it is conceivable. Does the C.M.A. anticipate that the plan which — 
is proposed will take the place of industrial pensions or the need or demand for 
them?—A. Not by any means. I hope you will excuse me. I have been making 
speeches on this subject and writing speeches and I get a bit confused between 
what I have in my brief and what I have in my speeches. 4 


Mr. Homutnu: That happens to every member of parliament. 


The Wirness: Thank you, sir. I was going to point out that the great 
majority of industries today are not able to set up sound pension plans. Some 
of them have set up pension plans which promise payments. But if the company 
ran into hard times, it might be somewhat illusory. That comes from striving | 
to set up a pension plan which would be adequate in the minds of the employers 
and the employees. We feel, if the government were to set up a basic plan as we 
advocate, that many more industries would be able to set up supplementary plans _ 
to cover the difference between the basic government plan and what they and 
their employees might consider to be adequate. They could eke out the govern- 
ment plan without running into the impossible situation that they do today. So 
it would not, in our opinion, in any way prevent a further industrial plan. As 
a matter of fact, again referring to one of my speeches, I think it would assist 
in the extension of these industrial plans. 


By the Chairman: 


_ Q. I have in mind an objection to the partial coverage system. I would 
like to know if you agree with me on this: if you have a contribution paid by | 
an employer and a contribution paid by an employee, can we not say that 
the employer will pass on the cost of his contribution in the price.of the goods 
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that he manufactures?—A. I do not think there is any doubt that that will 
creep into it in many cases. There will be cases where he would. 
QQ. Well then, the whole of the population would, in an indirect way, be 
contributing towards the pension of only part of the population—A. Yes. 

| Mr. SHaw: That was the discrimination I referred to earlier. 


By the Chairman. , 


@. And even if you obtain the best coverage possible, there will always 
be some poor people who won’t be in a position to come under the scheme. They 
will not be in a position to contribute because of their very low earnings, and 
they will be the ones who, perhaps, in an indirect way, will be paying this 
increased price for consumer and capital goods which they purchase.—A. I 
would agree that those would be segments of the population which are not 
brought under the coverage of the plan by law. Let us say that for some 
years it is impossible to bring in the farmers. 

Q. Let us say the whole field of the self-employed?—A. All right. So 
long as those people are not covered by this plan, there is discrimination against 
them. But to a lesser extent I would submit than there is discrimination today 
against a greater segment of the population—I mean persons on industrial 
plans only. 

Q. I agree with you there—A. But your further point was: because of 
a man’s low earnings he might not get a pension. I presume you are speaking 
of a man employed in industry, in a manufacturing plant, let us say, who does not 
get a large pension because his earnings were low. That I believe rests on 
what might be termed the benefits formula. 

As the hon. members here are aware the benefit formula in the United 
States plan is so worked out as to give those lower paid people a break against 
the higher paid people. And while we are not trying to spell out any benefit 
formula for the government of Canada, I am sure that if this government were 
considering instituting a pension plan, they would give very close attention 
to this question of a benefit formula. Your point, in my opinion, might be 
covered in there. It is not always the pension that a man gets under the 
United States plan which—it is not tied directly to his earnings. This benefit 
formula changes it around a bit. 

Q. I was not thinking so much of the worker in an industry who has very 
low wages. I was thinking particularly of settlers with very low income. 
As far as the administrative aspect is concerned, they just could not pay any 
contribution—A. Not even on a voluntary basis? 

Q. I do not see how they could pay. They have no cash. They live on 
what they have on their farms and what little cash benefits they may get from 
the department of colonization of the provinces, or s something like that. They 
can barely live. They just exist. You may say: well, raise their standard 
of living. But I am taking the facts as they are—A. I am not an economist. 
But it does seem to me that these things tend to balance themselves in the long 
run. Let us say that the costs to all farmers of all manufactured products 
were increased by a certain per cent for this. Would it not be logical that 
in a degree of time the prices which we pay to the farmers for their products 
would be increased also? 

Mr. Homuru: Ask the farmer that question. 


Mr. Buarr: That does not work out now. 


By Mr. Ferre: 
Q. When we take from the government, from the employer, and Fa the 
employee, it is the consumer in the long run who has to pay for it—A. We have 
said that. 
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By Mr. Richard (Gloucester): ~ 7 ah 3 Pa 

Q. Whichever way you adopt, the government part, the employer part, 

or the employee part, in the long run you would just have whatever the employer 

is going to contribute added to his price, to his overhead. The workman may © 

say that it costs him more to live. Therefore he says he has to get a higher ~ 

wage. So the employer pays that higher wage and adds it on to the price of © 

the goods that he manufactures. And when it comes to the government — 

contributing part, the government has to levy it somewhere.—A. The great : 

bulk rests upon the consumer so, in the long run, it is the consumer who has 
to pay for the most of it. . 


Mr. Ferra: It is the primary producer who pays, not the consumer. 


The CHAIRMAN: That is a matter of opinion. We may keep that discussion | 
for the time when we go into camera and try to write our report. ; 


By Mr. Brown: 

Q. Do I understand that participation in such a contributory plan for 
industry and for the self-employed would be on a compulsory basis?—A. I do- 
not know what the United States does with respect to the self-employed or 
what they propose to do. But it is certainly our thought that in industry this — 
plan would be compulsory as is unemployment insurance, and that people who — 
are employed all participate. 
Q. Income tax is rather compulsory too.—A. It is. 
Mr. Homutru: Carried! 
The CHarrRMAN: Now paragraph No. 2: “All participants in the plan should — 
contribute”. . 


By Mr. Shaw: 


Q. This is on point two. I would ask why the C.M. A. ties itself down — 
to a two-party contribution, employer and employees? On the next page it 
refers to the Canadian government’s presently carrying the administrative cost. 
Well, that is not true. The present old age pension scheme is administered by — 
the provinces and they pay the costs. In the light of that, would you agree 
that the government of Canada should become a contributor under your scheme? 
And if not, why hold it to the two?—A. We definitely do not recommend that 
the Government of Canada should become a contributor under this old age 
pension plan except to the point of carrying the administrative cost. We tried 
to put this plan in our thinking on all fours in many respects with unemployment’ 
insurance where the employer and the employees contribute, and the government 
pays the administrative costs. , | 


By Mr. MacInnis: 

Q. Pays the administrative costs and contributes as well?—A. Contributes’ 

20 per cent. But not to our plan, sir. 
By Mr. Shaw: 


Q. And why?—A. Because we feel that this plan should be made self- 
supporting. We come back to this question of right, so that when the man 
who has been covered by this plan reaches retirement age, he can receive his 
pension as a matter of mght. The government is not giving him any money; | 
and therefore they are not authorized to put a means test on him 


By the Chairman: 


@. There is more to it than that. There is discrimination th | , 
would ‘be discrimination in that all the people of Canada cide be Sino 
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of the general revenue for a pension as of right only to a part of the population. 


_ If they were contributing at least to the extent of the government’s contribution, 
_ that would be an element of discrimination—A. There is discrimination, then, 


under the unemployment insurance scheme. 

Q. Well, maybe it is different there because it is something for the whole 
economy of Canada. 

| By Mr. Shaw: 

Q. Does the C. M. A. actually believe that we bat nothing from government 


| as a matter of right? After paying in the neighbourhood of $2 billion odd this 


year for taxation, do you think we are getting police protection as a matter of 
right? Do you think we are getting decent highways as a matter of right when 
we are paying for them?—A. We get them as a matter of right, yes. 

@. But does not that rather shake your previous argument: that if this 
becomes a tri-partite agreement, we should receive benefits as a matter of right? 
—A. I do not believe the government should be saddled with any contribution 


towards this plan. We believe the plan can be made self-supporting, and that 


those who will be participating under it will be able to receive their pension 
if we had to ask 
the government to make a 20 to 25 per cent contribution out of taxes. 

Q. Very well, I shall leave it at that, even though I do not agree. 


By Mr. Fleming: 


- Q. In the first place, to the extent to which your contributory plan takes 
effect, | take it you are assuming that from that point there is a decline in the 
amount which the government must contribute to the present form of non- 
contributory old age pensions on a means test?—A. Yes. 

Q. To the extent that you have your taxpayer’s benefits on the one hand 


_ while, at the same time he may be contributing to another fund under which 


he gets a benefit as of right?—-A. Yes sir. Definitely we anticipate a shrinkage 


in the payments under the present old age assistance scheme as this plan becomes 
operative. 

Q. At the top of page 6 you make reference to your ideas about limiting 
of contributions and earnings up to a certain specified amount. You refer to 


the amount suggested in Bill H.R. 6000—$3,600 per annum, and you say that 


a 


the Canadian limit should be proportionately lower, having regard to the 


difference in national income and wage levels. Would you care to enlarge on 


that? Within what limit do you suggest Canadian income should be taxed? 


You know that we have had schemes where the size of the contribution per- 
centage covered the entire income, and others where a portion of the income is 
exempt. Would you comment on "that?—A. Our reference was made with this 
thought in mind. The most recent statistics we have been able to see show that 


the Canadian wage levels are somewhere around 78 per cent of the American 


levels and the Canadian cost of living is somewhere about the same. We felt 
that the difference was sufficient that we should recognize it here and suggest 


that if the government were setting up such a plan they might take the feature 


into consideration. I do not think we would care to suggest the Canadian limit 
should be $2,000 or $2,500 or $3,000, but we do feel that we should register the 


fact that there 3 is a atatistical difference between Canada and the United States 


economy. 


Q. Just for clarification, what would you do for income in excess of that 
particular figure? Are you proposing a ceiling and a floor on income which 


~ would be subject to levy for contribution?—A. A ceiling. 


Q. Well, we have had plans for contributory systems which had floors and 


~ others where there were no floors on income to be taxed?—A. Not as regards 
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income which should be taxed. We feel that the total income up to X dollars” 
should be taxed with its contributory rate of 1 per cent or 14 per cent, whatever 
is found necessary. If you are going to have a plan of relating pension benefits — 
to the contributions made then, if you went beyond that ceiling you would be 
producing pensions which might be considered by many people as_ being 
exorbitant. bs q 
Q. You are prepared to face the administration problem of extending the > 
eroup who would be contributing to something far beyond the present group — 
of income tax payers?—A. Oh yes. . 
Q. And also there is the second aspect or problem of keeping records of — 
individual contributions?—A. Yes, and we think there is a very good precedent — 
in the unemployment insurance set-up. There is a ceiling there on the contribu- 
tions and there is the question of the individual record of the man. | 
- Q. Just one other question. You speak here of confining the government — 
contribution to the payment of administration costs?—A. Yes sir. _ i 
Q. Have you given any thought to the participation of dominion and pro-— 
vincial governments in this contributory scheme, and if so how would you 
apportion the administration costs between the two governments?—A. Well, I 
do not think that we ever thought of the provincial government having anything» 
to do with this. ‘We thought of the administration being handled by the federal 
government as it handles the unemployment insurance set-up. : 
Q. The whole administrative set-up would be put on a national basis?— ~ 

A. Yes sir. 
@. Have you or Mr. Macdonnell given any thought to the constitutional 
aspects of the problem?—A. Yes, we appreciate that this could not be enacted 


without the consent of the provinces and it was our understanding that this 
committee was gathering data with the idea that later you would try to thrash 
out anything that might be in the way of the plan which should be adopted. 4 

(). Well you are contemplating an exclusively national or dominion adminis-— 
trative plan?—A. Yes sir. 

Q. With the dominion assuming the exclusive administration over this plan. 
Now what would you do with the other plan—the supplementary provision 
under the means test, similar I take it to the present old age pension system. 
How would you fit it in administratively or constitutionally?—A. Well we do 
not see how that can be changed very much from the present set-up of having 
the province determine by means test whether a man is eligible for pension or 
not—subject, we understand, to the overriding check of the dominion government 
which follows through in the course of months. We do not see how, except with 
a great deal of cumbersome machinery, the establishment of the means test 
could be shifted from the province to the federal government. We felt, as the 
chairman pointed out some time ago, that the federal government would be com- 
pensated, in some measure at least for its administrative expense in our plan, 
by a gradual reduction of its present payments to the provincial. plan. We do 
not think the province should drop the present plan, nor that the provinces. 
should enter into the administration of this plan. That is correct, is it not, 
Mr. Macdonnell? M 


Mr. MacpdoNNELL: Quite so. 
Mr. Piemrna: It is substantially the present plan for those who are not 
sufficiently provided for under the contributory plan, where the dominion con- 


tributes 75 per cent and the provinces 25 per cent, with the administration in 
the hands of the provinces. . 


The Witness: Yes. 


By Mr. MacInnis: 


Q. On page 6 you say that you appreciate that the present method of 
collecting contributions and distributing benefits under the unemployment 
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insurance plan is fairly expensive. The administrative cost is pretty high. 
Would you have a similar system for these benefits running side by side—or 
would you integrate the two systems?—A. We took the liberty, sir, of suggesting 
‘in the second paragraph of page 6 that this thing could be integrated with some 
of the present social security measures and, with all due respect, we had in 
mind unemployment insurance when we suggested that—for the reason that the 
problems seem to be much the same. The question of the collection of the 
contribution by payroll tax, the question of the payment of the benefit, graded 
according to contribution, is the same. As a matter of fact, in some ways, we 
think the present unemployment insurance people have a worse problem than 
we are creating for them under this plan, in that at the moment a man con- 
tributes but if he becomes unemployed, after a period his benefits become 
exhausted and he is struck off. Then, if he obtains employment he may build 
up benefits for further unemployment and there is this shuttling back and forth. 
Under this old age pension plan that we suggest a man passes out of employ- 
ment only once—when he retires—and it does not seem to us that it would be 
as difficult for the administration body to follow his wanderings as it is in the case 
of the unemployment insurance scheme. 
. Q. How can you say that when only certain employments are covered? 
Would you cover employment in agriculture, for instance?—-A. The United 
States plan did not have that to start with but it is now attempting to cover 
all sorts of fringe employment in agriculture. | 
ty @. Would you cover domestic service employment?—A. There again the 
initial experience in the United States was that they did not think they could 
do it, but they are now doing it. 

Q. I do not know that they are doing it.—A. Well it is suggested. 

@. Unless you cover the whole population, in my opinion peple will be 
going in and out of insurable employment to uninsurable employment. A 
person working next August stooking grain in the provinces of Alberta or 
Saskatchewan, will be picking apples in British Columbia in November, and 
in December will be working in the lumber camps in British Columbia or some- 
where else. The same applies to a whole variety of employment. These people 
_will be moving in and out of covered and uncovered employment.—A. When 
a man comes to retirement age the first question that arises is whether over 
the past number of years—as decided by the provisions of the plan—he has 
made sufficient contributions to entitle him to pension. If he has, and he is 
_ then retired, there is no more shuttling back and forth, whereas, under unemploy- 
‘ment insurance, there is the question of shuttling entering into it. 
Q. I get your point. 


By the Chairman: 

. Q. As far as administrative expenses are concerned [ read on page 3 of your 
brief that one of the advantages of a contributory system is the matter of keep- 
ing down expense. Do you mean administrative expense?—A. No, sir, I admit 
' that the wording could have been improved by saying “cutting down the total 

cost”. 
! Q. You did not mean administrative costs?—A. No. 
_ Mr. SxHaw: Had that been put in there that way I might not have asked my 

‘previous question. 

The Witness: We should be more careful with our words but we did mean 
total costs. 


Mr. Fieminc: Which line is that, Mr. Chairman? 
_. The Cuarrman: On page 3. 


The Witness: Total cost was what we had in mind there. 
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By The Charman: k 4 

Q. Do you agree that as far as administration is concerned it is a most 
expensive scheme?—A. Our scheme? nt anny 
Q. Any scheme that relates benefits to contributions and where you must 
keep individual records for as long as forty-five years?—A. Well, obviously this 
would be more expensive than some plan which simply paid out a flat pension. 
Q. I am bringing out the pros and cons because I believe that members of 

the committee are only trying to throw light on the problems in any system we 
study. You appreciate that?—A. We all agree with that but I would like to. 
clarify the statement in this way by referring again to the suggestion that 1b 
should be integrated with an existing department. It seems to us that if 1t were 
integrated with, let us say unemployment insurance, and at the outset the same 
coverage was enacted as for unemployment insurance, there would be considerable 
simplification of what looks to us today like a great mass of records, Mr. X and 
Mr. Y would be covered under both plans. I would think that with the ingenuity 
of the officers of the government now administering unemployment insurance, if 
they were given the task of integrating this with the present plan, what looks to 
us like a terrific administrative job would turn out to be not so bad after all. 
I do not think they could do it with the present staff but I do not think they would 
have to double their staff—I think that would be a ridiculous suggestion. I think 
that with a relatively small increase in their staff they could integrate the two 
systems because the record keeping is pretty much on all fours—this would be a 
second cousin. | 
The CuHarrMAN: You could also say, if it came under our terms of reference, 
that it could be a starting point to an over-all social security program. 


The Witness: Yes, if you wished to do it that way. 
Mr. Fiemrine: It is in here somewhere is it not? 

The Witness: Yes. ’ 
The Cuarrman: That is what I say, there are pros and cons to each system. 


Mr. SHaw: Mr. Chairman, one of the difficulties I can visualize is if we 
started with the coverage now found in the Unemployment Insurance Act; for 
a long time you would be increasing the cost of living of a great many people and 
they would be receiving no corresponding benefits as a result; today it is a bit off 
here and a bit off there, probably justified for some purpose or other, which is 
making it quite difficult for a lot of our people to make ends meet. I can think 
of thousands of people who would pay more and receive less in the final analysis, 
starting with your present coverage under unemployment insurance. } 

The Witness: Yes, but we did not see, sir, how we were going to avoid that. 
sad state of affairs if this committee went along with almost any of the recom- 
mendations that are being put up to you to extend the present social security 
system. We think our scheme would be less costly than many that have been sug- 
gested, as we had the feeling that the government was seized with the necessity 
of some sort of expansion of our existing social security scheme, we felt we were 
recommending a plan which would be sensible and less costly than many which 
were recommended to you, and eventually, as the ingenuity of government 
officers spread the coverage, the discrimination you speak of would be minimized 
and might entirely cease to exist. I sound as if I am making a speech today. 

The CuatrMan: I believe the members of the committee are very grateful 
to you for giving your views, Mr. Sheils. We are here to learn and you are 
a good teacher. ‘q 

Mr. Suaw: I was just going to ask one other question, Mr. Chairman. They 
say, before the self-employed can be covered they should be assessed a contri- 
bution equal to one and a half times the 50-50 employer-employee contribution. 
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This has always intrigued me. Different delegations have used these percent- 
ages of one and a half or two and a half. How do you arrive ‘at that and what 
relation does it bear to the benefits which the employer receives—to that one 
and a half per cent? 


The Witness: The suggestion with respect to the one and a half per cent 
assessment in the case of the self-employed, as I am aware, was taken from 
certain existing plans such as the H.R. 6000 in the United States and our under- 
standing is that it is an attempt to recognize the dual capacity of the individual 
in that he is an employer and an employee, and instead of saying you are 
definitely two persons and therefore you pay twice as much, it is an attempt 
to recognize this dual capacity without going the whole way. 

Mr. MacInnis: He is considered a person and a half. 


The Witness: Yes, on the basis of the plan in the United States it should 
be proportionately less than if he and an employer were paying each one per 
cent. That is, he would get about three-quarters of the pension, but that again 
is a matter of the benefit formula and we are not attempting to spell that out 
here. ) 

The CHarrMAN: That comes a little later. Could we now, gentlemen, 
go to page 6: “the plan should be established on a modified pay-as-you-go basis.” 
Do you mean a system like the one they have in the United States? 

The Witness: Much as their plan has been run up to the present, yes. To 
avoid the contribution tate jumping too fast, to avoid too great an impact 

on industry at the start, and to avoid, above all, what Mr. Brown mentioned 
a little while ago, a terrific reserve which excites everybody and says let us 
get our benefits raised. 

Mr. FLtemine: You want to protect the politicians against ‘these pressures? 
: The Witness: If I may say so, that is a new role for the Canadian Manu- 
facturers’ Association. 


Mr. MacInnis: The question is, do politicians want to be safeguarded 
against pressures? 

The CuarrMan: I believe that the answers of the witness give us the exact 
idea of what the Canadian Manufacturers’ Association members have in mind 
since we have studied the American plan very thoroughly. 

Sole “benefits ;” should we go to the heading: “benefits” now, gentlemen? On 
page 7 
By Mr. Fleming: 


Mr. Sheils, in (c) under this heading, you deal with the subject of minimum 
pensions. I wonder if you would be good enough to enlarge on that with reference 
to your— 

The CuarrmMan: That is on page 9, Mr. Fleming? 


-. Mr. Frenine: Yes, but I want to deal with the whole subject of benefits. 
That is under benefits, do you want to take (a), (b), and (c) separately, 
Mr. Chairman? | 


The CuatrmMan: No, I believe we should take the whole of it. 


By Mr. Fleming: 


Q. I wonder if you would enlarge on this minimum pension to be provided 
for under the contributory scheme. Of course, I can understand in view of what 
you said earlier you may not be prepared’ at the moment to indicate an exact 
amount, but it would be helpful to us if you would go as far as you could in 
indicating what might be the minimum pensions you had in mind? In the second 
place, how you arrived at a figure, and what is it intended to cover? Is it intended 
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to be enough to keep a person alive or is it intended to be a supplement to other 
income, or to provide a reasonable degree of comfort in old age?—A. I would like 
to be understood, sir, that I am not speaking on behalf of the association on 
this one because we have not discussed that at the annual meeting, but in the 
committees which have been dealing with it we have had in mind a considerably — 
lower amount than the present old age pension, $40 a month. We have felt” 
that to consider $40 a month or so would probably make this thing too costly” 
and what we have had in mind was this: suppose a man is today at age 65; _ 
supposing the retirement age under this plan were set at age 70; and when he. 
works the remaining five years of his employment he is not able to buy a | 
pension greater than whatever this minimum is determined on, we have thought 
as he has contributed something towards it that he should not be placed in 
exactly the position of the man who has contributed nothing, who is not under 
the plan at all, and that therefore he should get a certain minimum pension. Now, ~ 
I might just diverge for a moment to establish what that amount should be. It- 
seems to us to embrace considerations that are far beyond the purview of the 
Canadian Manufacturers’ Association or any other private association in this _ 
respect. To get at what should be a reasonable amount for that minimum. 
pension you would have to consider what his contribution rate is going to be, 
what is the ceiling of taxable earnings going to be, what is the pension formula 
going to be for spelling out his benefits, what is the total cost which the govern-— 
ment feels it can safely carry in this respect, and again, coming back to pressures — 
on government, what is the government prepared to take in the way of pressures 
and kicks from people who are under the contributory plan and therefore feel 
that they should be entitled to a pension as a matter of right but are kept waiting © 
five or ten years for that pension because obviously the ceiling of taxable salary, 
the contribution rate, the benefit formula, all are segments; and the answer is 
that if the government feels it 1s all right for a man to take fifteen years to build — 
up a pension under this plan, they might fix a lower contribution rate, they 
might on the other hand fix an expensive benefits formula, they might fix a 
taxable salary ceiling all of which might build up a long period of initiation. 
If they felt, on the other hand, that they did not want to have people in that 
position they might change the emphasis; the benefit formula might be more 
moderate, the contribution rate might be slightly higher, the taxable salary 
might be higher, all of which would add up to a shorter period of initiation 
before they came in under a pension, though those considerations are, I suggest, 
beyond our jurisdiction or purview, and suggest to us that we should not try 
to spell out the minimum pensions. ‘ 
_ Q. So you have not attempted to work out the percentage of contributions 
into the fund because the two things go together?—A. Yes, sir, we thought 
it was beyond our purview to work that out. al 
@. You would not be contemplating any change in the present provision 
under our old age pension plan—that is to say, taking that man whom you cited | 
as an example, who has not been contributing into the contributory fund very 
long— subject to your means test, he would still quality for $40 a month, 
would he not?—A. Oh, yes, he would qualify for the minimum pension whatever 
it is here; and let us Say, for the sake of argument it were $12 or $15, whatever 
it 1s, he could still go for entitlement under the old age assistance plan; it would 
not debar him from any entitlement he might otherwise have under that. 
ied @. You have not directed your thinking on this subject towards the pro- 
visions of some stated minimum that is regarded as an indispensable minimum 
for persons in advanced years?—A. No, sir, as I have mentioned, we have not 
attempted to spell that out. . 


By Mr. Ferrie: : 


Q. How do you arrive in your own mind that $40 is too much? Have you 
anything of a basic pension? How do you arrive at the opinion that $40 is too 
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_ much?—A. We felt it would be very expensive, sir. That is why we have not 
given any serious consideration to anything as high as $40 because we felt that 

to take the large segment of the population who would come in under this cover- 
age plan and who might be in this position and suggest that the government pay 
$40 a month without any means test would mean a terrific expense which we 
did not think the government would be prepared to go for, and we are not pre- 
pared to recommend that. 


Pees 


By Hon. Mr. King (Joint Chairman) : 


_ Q. Your scheme, as I understand it, or as I see it—your suggestion now 
would require a supplementary pension that the government would have to 
provide?—A. Yes, sir. We say that this present non-contributory type of plan 

shall remain in existence for people who never come under the plan or people 
whose entitlement under the plan is so small that they cannot get by. 


By Mr. Ferre: 


Q. You are satisfied with the situation as it is now, you think it is all right? 
—A. You mean, as to the amount? 

Q. Yes.—A. No, we are not expressing any opinion on that. I am not 
authorized to express any opinion on that; but we are satisfied that the plan 
should remain in existence. | : 


By Mr. Fleming: 


Q. There is'\just one question I would like to ask you relating to an answer 
you made during that little conversation I had with Mr. MacInnis. Did you 
mean to convey to the committee that you thought that in the case of the average 
contributory plan $40 a month would be too large a benefit for a man to draw? 
I mean to say that I got the impression when you were referring to that amount 
that you had in mind the man who was near the end of his working days, 
approaching pensionable age, who has not had enough time under the new 
scheme to be entitled to the full amount and that you would give him that 
amount as a minimum?—A. That is exactly what I was referring to. I am 

- suggesting that for the man under a contributory plan who has not been under 
~ it long enough fully to qualify; but I am not suggesting that that should be the 
limit of the pension, I am not suggesting that at all. 
Q. Take a man who has been working for 25 or 30 years and has contributed 
during that period, there is no suggestion on your part that he should not be paid 
more than $40?—A. None whatever. I was speaking, when I mentioned that 
amcunt of $40—I was thinking of those who would not otherwise be qualified 
~ for that amount. 


By the Charman: 


Q. Would a man’s contributions qualify both himself and his wife for pen- 
sion?—A. Our recommendation is that the widow of the worker or his orphans 
would receive a pension after his death calculated percentage-wise to the worker’s 
pension, so that the greater the pension the worker drew the greater the benefit 
to his widow would be. 
iP Q. There would not be any added benefit to the man because he is married 

and because he has to support a wife?—A. We did not contemplate that, but 
the benefit formula can be made to cover that. 
Q. Well, you see, one of the reasons I asked that was that at the present 
time a man at age 70 would be eligible for a pension of $40 and his wife would 
also be eligible for a pension of $40.—A. May I develop that sir? The United 
States does that. 
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Q. Yes, that is another reason why I asked the question.—A., I am sorry — 
I didn’t quite understand you, but that is correct; the United States scheme does — 
provide it and presumably the pension benefit formula would cover that. ; 

Q. And you are proposing something similar to the United States plan in: 
this?7—A. No, sir. The first place where we depart substantially from the — 
United States plan is with regard to universal pensionability and minimum 
pension. They don’t cover that, they don’t have this minimum pension for the 
man who is close to retirement age. They throw it entirely on the means — 
test section. : 


By Mr. Ferrie: 

Q. Would you recommend that a person who is making a contribution 
should make an extra contribution for his wife?—A. I haven't considered that, 
sir. I do not know whether that would be administratively feasible or not. 

Q. That is one of the things that has been considered by the United ~ 
States, I understand. 


By Mr. Corry: 
Q. Has your organization given any thought to increasing the benefits — 
for deferred retirement?—A. Yes, you will see our reference to that on page — 
11, section 5. 


By Mr. Shaw: 
Q. Your brief states at the top of page 9—I will use the exact words— 


In the Association’s view, there should be established an appropriate 
minimum pension payable as of right; and I will stop at that point; but | 
perhaps I should read on: 4 
to persons in covered employment, who at the time of the setting up of — 
the said plan, were at or beyond retirement age or were so close to it 
that their contributions would not be sufficient to entitle them to a pension. 
in excess of such amount. 


Then, down below that you say that one method by which this could be — 
financed would be out of the general revenues of the government. Remember, — 
pensioned by right. Can the witness reconcile that with his previous statement 
about the question of right? It does not come out of any fund built up there. 
—A, You will notice we are not recommending that, sir; we say that this is a 
question we wish to discuss at the annual meeting of the association to be held 
shortly. We say that there are two obvious ways in which it might be done, — 
but we do not recommend either one. “a 

_ . I was merely assuming that when something like that was suggested 
here—A. No, we are not recommending it, but we are advancing it for con- 
sideration by our committee on pensions at the annual meeting. We just 
thought it suitable to put it down without making any recommendation. “i 

Q. If it were done that way, in the light of your previous evidence this 
matter of right would come up for serious question—I mean on the basis of 
your previous evidence?—A. There is a point to be thought of there, that to- 
a certain extent the payments of such pensions by the government itself out of 
normal revenues would reduce the allocations of the government at the present 
time under old age assistance, 75 per cent of which is paid by the provinces. 
There is another thing we can put there, that if these minimum pensions were | 
paid out of ordinary revenues of the government those revenues could be ~ 
reimbursed to a certain extent through a sliding scale by recovery to the normal 
revenues out of this pension fund of the contributions which these men were 
able to make and some of them might be almost enough to buy the minimum — 
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pension; so that the government in those circumstances would not have a 
complete outlay, it could be recoverable in part, and a quite substantial part in 
some cases; so that the matter really verges very closely on the matter of right 
even there. Suppose it took 20 years during which a man would make contribu- 
tions to be qualified for a pension as of right and thereby establish his entitlement 
to a pension in excess of this minimum suggested and that the man had worked 
194 years; he is awfully close to being able to get that pension as of right. 

Q. At the same time you have today a number of people who could not 
qualify for the old age pension and who at the same time are not able to enter 
the labour market, quite a number of persons.—A. Yes. 


Mr. Fiemine: Might I ask one other question about that minimum pension? 
As I understand the brief, even where the minimum pension was earned it 


_ would, to a considerable extent be confined to the transitional period until the 


entitlement of the contributor? 


The Witness: Yes, it would be confined entirely to such transitional period, 
the length of the transitional period depending on the situation of employment 


and so on. 


The CHAIRMAN: Well, it is 5:30, shall we move on to section 9, age? 


By Mr. Fleming: 

Q. You suggest that the age qualifications might be well above 65. Do you 
mean by that that it might be set above 70?—-A. We don’t go beyond that, sir, 
70 has always been regarded as basic. 

Q. Then what you had in mind was somewhere between age 65 and age 70. 


_—A. Yes. That is a question again which, perhaps, we should consider at our 
_ general meeting, and there will no doubt be considerable discussion about it. 


@. We ean take it then, at any rate, that would be relatively between 65 
and 70 and you have suggested two degrees, a maximum and a minimum.— 
A. Yes. Definitely we realize that age 65 is a floor. We do not go along with 


anybody who. suggests that retirement should be below age 65, and we think 


_ that with improvement in working conditions, with the shorter work week and 
_ the shorter work day and the increasing health of people due to the strides being 
- made in medicine, that age 70 isn’t very far out. 


Q. Would you recognize a differential in favour of women?—A. We have 


not discussed that. 


Mr. Macponnetu: I think the general feeling of the committee would be in 


- favour of a merging with women, but, as Mr. Sheils says, we have not come to 
any definite conclusion on it. 


By Mr. Fleming: 
@. If there is to be a differential, it would be because of the establishment 


of 65, which is the lower half of your bracket, as the age for women?—A. Some- 


thing like that. Many private plans show 65 and 60. Many private plans 


today show a spread of 65 for men and 60 for women. But some of the most 


important plans put women on the same retirement age as men. Only a few 
days ago we learned of a large company which has had a pension plan in exis- 
tence for 15 to 50 years, and which has changed its women’s age to 65, the same 
as for men. 

Q. What about the place of women in your whole scheme?—A. If they are 


_ working and: contributing, they might be covered. 


Q. I am asking about women if they are simply employed in the home.— 
A. I think the chairman covered that point a moment ago when he asked if the 
benefit formula would take into consideration that men had carried’ the pension 
formula. 
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Q. Our discussion before was on this point: does the wife under such a — 
scheme obtain her entitlement through her husband, or has she a status under 
the fund on her own behalf?—A. My understanding was: as long as her — 
husband lived, she obtained her money through his drawing a higher pension; — 
and then if he died, she became a pensioner as a matter of right as his widow. | @ 

The Cuarrman: As‘a matter of fact, of the total payment of benefits in — 
1948-49 in the United States, $336 million were for primary benefits, and wife’s 
benefits amounted to $53-8 million. 

Mr. Fiemine: Do you mean 53:8 per cent? 

The CHARMAN: No. $53-8 million. 55 per cent of the total, was paid in 
primary benefits and the wife’s benefits were 9 per cent of the total; and 9 per 
cent of the total expenditure was for widows of deceased contributors who would 
have been entitled to benefits. 


By Mr. Ferre: 

Q. Would you recommend to this committee, bearing in mind all the sys- — 
tems you have recommended, that the age limit for women be lowered to 60?— ~ 
A. You mean on the non-contributory plan? 

Q. On the non-contributory or the contributory plan?—A. We have not 
eiven any thought in the C.M.A., to my knowledge, to making any recommen- 
dation regarding the age of the non-contributory plan. But on the contributory — 
plan our recommendation was that the basic age limit be set higher than 65. — 
However, I am not prepared to say that the C.M.A. would say there should be 
maintained a spread between men and women and that if a man goes up to 70, 
the woman should not go beyond 65. q 

Q. If the two remain at 65 or 70, would you recommend that they both 
have the same pension? Let us say that it is $40 a month, would you recommend 
that $80 be paid to a wife and husband?—A. May I ask if you are talking 
about a contributory plan? | 

(. Either one; it does not make any difference—A. We are not making any 
recommendation; nor am I authorized to make any recommendation here 
verbally with respect to changes in the means test other than, with respect — 
to the non-contributory plan, our recommendation is that that plan should be — 
continued. We do not try to spell out features of it, except to say that if any 
serious consideration is given to lowering the age for the present.means test plan, 
and if the government has in the meantime put in this contributory plan, 
certainly the age limit of the non-contributory plan should not, in any cireum- 
stances, be lowered below the age limit of the contributory plan because 
“a would create a very discriminatory state of affairs. And to go on from — 

rat. 

Q. As industry carries on in the way it does, and as they do not want 
to give work to people who are over 65 years of age, whom do you think should 
take care of those people? What form of thing should be set up, or what should 
be set up to take care of those people who cannot work? 

The CuatrMan: Who cannot work because of what? 


Mr. Ferrie: Because of age. Nobody will take them on. TI refer ple — 
between 60 and 65 years of age. Mr. Sheils’ organization docs Aaa 
hire people over 60. That is what I find. So, in the case of anybody over — 
60, who is going to take care of those people? Who is going to provide for 
them? Who do you think should provide for them?—A. It seems to us that 
most people fall into two classes. Take those, let us say, who are covered, if 
this plan is enacted. They drift out of covered employment and then drift 
back in again; and if at the age of 65 or so they become permanently un-— 
employed, we think they should be covered under this contributory plan. But 
for a man who has not at any time been in covered employment, or who was. 
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not in long enough to build up entitlements, we advocate that the present 
system of non-contributory means test plan be there in the background to 
take care of him. | 

Q. That is perfectly true. But there is an age limit. Take, for instance, 
the railroad man. Very well, he is discharged at 65 years of age. He has 
done nothing but take the basic pension. He has not contributed to a system 
at all. Now, he has got $25 a month. He has no chance of earning any other 


money because nobody wants him. So, who is going to take care of that 


man? Who do you say should do so, in a situation like that?—A. I do not 
know. Do you? 


Mr. MacponneLtu: You may be interested to hear that recent meetings 
were held with a number of organizations to discuss the question of the 
older workers. The question was put whether these firms had a definite 
retirement age? And practically without exception the answer was no. They 
had no definite retirement age. The almost invariable practice was to keep 
men on past 65 or past 70. There were cases of skilled men kept in employment 
up to 75. The problem of the man who is out of work, of course, is a very 
real. one; I mean men of 60 or 65 who are out of work and who are looking 
for employment. It is quite true that they will find difficulty. But I think 
it is not fully realized the extent to which—particularly in modern times 


when people live longer due to better medical care and so on—I do not think 


it is fully realized the extent to which older people are kept on in employment 
right up to the age of 70, and even afterwards. 


Mr. Brown: How about @ person who is physically incapacitated at the 
age of 65? 


Mr. Macponneu: That is another matter. 
The CuairMAN: That is a different problem. 
Mr. Brown: What are you going to do with him? He is not an invalid; 


he just is not able to work? How do you think the picture would be changed 
‘if we ran into a period when we had a great number of unemployed, and they 


were trying to seek employment again? Do you not think it would be more 
dificult for them to find employment under those circumstances than if they 
remained in employment where they already were? 

Mr. MAcponNneELL: Yes. 

Mr. Ferrin: One of the biggest organizations says that a man cannot 
work after the age of 65. Yet in this brief you say that an individual must 
be over that age before he can get anything. 


The CuatrMAN: I believe you already have had an answer from Mr. Mac- 


donnell. He said exactly the contrary to what you refer to. He said that in - 


industry they are keeping on people of 65 years of age now, and that we may. 
expect as the years go on it will be even better that it is now. That was his 
answer. Was it not, Mr. Macdonnell? 


Mr. Brown: But he says that he knows of an industry wherein at the age 
of 65 they have to be retired. 


Mr. Ferriz: That is right, the biggest industry of all, the railroads. They 
say these people shall have a basic pension of $25 a month. Is not the result 
that these people are coming back on local self-governments to be taken care 
of? Yet right here in this brief you say—and the words are plain enough— 


Mr. Brown: On what page? 


Mr. Ferrie: On page 9: 
hee old.age pension plans should be well above sixty-five. — 
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The Cuarrman: If you will look at the bottom of page 10 you will see: 
On the other hand, the Association realizes that the great majority 
of the industrial pension plans which are presently in operation in indus- — 
try, commerce and finance, specify a retirement age of sixty-five for men 
and sometimes as low as sixty for women. If the retirement age fixed 
under a national insurance plan were higher than sixty-five, the problem 
would be created for employers of working out with their employees 
arrangements for bridging the gap between the two ages. 


And as a practical example I will give you the railway employees you are 
talking about. On the train from Quebec yesterday I was talking to the waiter. 
I asked him as a matter of interest, because I was seeking information: “How 
old are you?” And he said: “58.” “When are you going to retire?” He said: 


“There is compulsory retirement at the age of 65.” “How much are you going 
to get in the way of a pension?” “$27.50 a month”. “How are you going to 
live on that?” “I do not know, unless you people—” and he was referring to 


what we are doing here—“do something about it.” So I asked him: “Suppose 
the committee considers that the cost of a universal program down to the 
age of 65 is too high for the taxpayers to absorb, could you not arrange with 
your company—could not the workers of your company arrange with your 
company—suppose our age is 70 under the national scheme—to pay higher 
benefits for the first five years, and thus you would be able to carry on. And 
after that you would get your national pension even if you have before the 
age of 70, received the whole of your total possible pension under the railway 
company pension plan? I believe that is the answer to the question. 


Mr. Fieminc: There is another answer. “a 
The CuHarrMan: That was the one I thought of. 


Mr. FLteminc: There is another answer. There is nothing to prevent the 
railway brotherhoods from negotiating changes in the present contracts— 
changes which will provide for a higher retirement age if that is agreed upon. My 
information is that it would be mutually agreeable because there has been a 
strong feeling on the part of employer organizations about this 65 retirement — 
age. 

Mr. Ferrie: And the non-contributory set-up, too. 

: Mr. Fiemine: It is one of the things you have got to take into account 
ere. 

The Witness: I just want to add to what the chairman said that the very 
thing which he suggests is now being done. Certain United States companies 
have pension plans which specify retirement of women at 60. A woman is not 
entitled, under O.A.8.I., to get her pension until she is 65. The company pays 
her a larger proportion of her total pension benefit in that five years until she 
becomes entitled to the government pension. From then on they pay her a 
proportionately reduced amount. That is their way of bridging the gap to which 
I referred here. 


By Mr. MacInnis: 


Q. I was going to ask Mr. Sheils whether in his opinion it is going to 
become easier or more difficult for persons after they have reached the age of 
45, if they lose employment, to find further employment?—A. Well, sir, you 
have me in a spot here where I find it very difficult to resist making a speech. ° 
Perhaps some of the honourable gentlemen here know how I am feeling. Presently 
I am chairman of a committee of the Canadian Legion to encourage the — 
employment of veterans beyond the age of 60 and, from the reception that we 
are getting, I am encouraged to feel that employers are beginning to realize 
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that there are definite benefits through employment. of people in the older 
age groups—from the point of view of steadiness, fewer accidents, less likelihood 
of absenteeism, as compared with younger groups. Some of what I am saying to 
you is taken from my Legion campaign but I must say that we are getting 
very nice reception to that argument and we think there is something to it. It 
encourages me to feel that employers are beginning to realize there is some- 
thing to hiring older workers. . 

Q. Well, the fact that there is a committee, that has as its purpose to get 
employers to engage persons over the age of 45 or 50, would indicate that there | 
was a difficulty for those persons to get employment. Is that not so?—A. I speak 
of people over 50—not over 45.. Our problem seems to resolve itself largely into 
the over-50 group. 

Q. Well, there is a problem there-—A. As you will appreciate most of these 
over-50 men are veterans of two wars and two wars take a bit out of you. These 
fellows may not be just as hot, and not quite as quick on the trigger as some 


fellows who have not been through two wars and who are aged 50. We think 


there is a little extra something there and we are bringing these people to. the 
attention of employers. At the same time, we are saying to employers that 
these men have a steadiness and a sense of responsibility that you might not 
get in a fellow who had not been through two wars. 

Q. That is not on a purely economic basis—there is a certain Sahouee of 
sympathetic consideration——A. Not entirely sympathetic, if I may interrupt. 

Q. I did not say entirely sympathetic, I said a certain amount, but, the 
general run of persons over 50 would not be veterans of either one or two wars 
and those are the people whom we would have to be most concerned about ?— 
A. Well, I do not know about the 45 to 50 group and I can only say that the 
response we are getting when we talk about people over 50 is quite encouraging. 


Mr. Suaw: I was going to ask Mr. Sheils one question. To what extent 


"are industrial pensions, where they are of a contributory nature, having their 


effect on this problem. If a company has a contributory pension scheme is it 
not more likely to take in young fellows who will contribute for forty years 
rather than men of 50 who will contribute for only 15 years. What effect is there, 
in your experience? 

The Wirnsss: It creates a paper barrier, there is no doubt about. that. 
In some cases that barrier is increased by the attitude of the union in the plant; 
they do not want to see these older workers brought in. It may also be tied up 
with the question of a pension plan. There are intangible barriers—hbarriers is a 
bad. word—intangible obstacles—which I suggest exist even though there is 
no industrial pension plan. The employer doés not like to hire a man who is 
we will say 50, and have him work for ten years and then lay the man off. The 
employer does not like to feel responsibility if the man is in straitened cir- 
cumstances. He may feel that it may be a reflection om the company that the 
man is in poor circumstances. That intangible barrier is there whether a pension 
plan exists or not. I agree that a pension in some cases constitutes a little 
additional barrier. 

We think that the barrier would be considerably reduced by the institution 
of this basic national plan because, if the basic national plan were paying a man 
a pension, and he carried his right with him from plant to plant, then any barrier 
which does exist on the individual pension plan is ROBE ASTBMTS reduced. I hope 


_ I have made myself clear. 


The CHAIRMAN: Yes, you have. 


Mr. Fieminea: I have only one question on section 5, at the bottom of 
page 12. 
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The CramMan: Before we get there I wanted to give Mr. Corry a chance. — 
Mr. Corry: I think my question has been pretty well covered. Am i 


By Mr. Shaw: 


Q. While I agree fully with the sentiment expressed at the bottom of 
page 11—I think it is a most desirable objective—but is not that nullified at_ 
the bottom of page 12 to a degree. You have imposed a means test, under — 
certain conditions, in that section. I do not like that in the first place, and, 
in the second place, are you not discouraging the man who has retired on pension 
from engaging in production?—A. It must be the failure of our language to 
be clear because we do not intend that. When-a man reaches retirement at 
whatever age is set, if the employer and employee are both willing for the man 
to continue in work we think that he should be encouraged to continue work 
in that very company, continuing his contributions, and increasing his pension — 
benefit when he does retire because of the additional contributions he has made — 
during four or five years, and because of his shorter life expectancy. The man ~ 
has extra years of happy employment and I think anyone agrees that a man 
is happier working than on pension. 

Q. Yes?—A. On page 12 we are talking of the people who have retired. 
They have perhaps had this four or five years extra employment and they have — 
retired. They do not want to work with that company any more. We suggest 
that they should be allowed occasional or part-time employment but that no — 
contribution should be required from them and that their allowable earnings — 
should be greater than at present. 

Q. It is still a means test. My argument is that if I work for your company 
and I am insured and I pay my contributions until I reach retirement age, — 
I have bought that protection and I am quitting you. You are suggesting © 
‘here that the government should follow the man, watch his earnings, and reduce 
his pension if he earns more than a certain amount. 


The Wrrness: I am afraid that is again because of poor language. That 
is not what we intended. My understanding of that paragraph is that it does 
not refer to a man who has been in covered employment—it is a fellow who has 
not been in any covered employment. : 


Mr. Suaw: It says: “In the case of persons who have retired and are in 
receipt of pensions, there should be provisions for encouraging them to contribute — 
to the production of the country by accepting occasional or part-time employ-— 
ment. To this end no contribution should be required from them in respect 
of such° work and their pension should not be reduced unless the earnings — 
received for such work exceed a specified amount—” > 

The Cuairman: ‘“—which should be higher.” 


Mr. Suaw: But I am saying that you are telling me that if I leave insured — 
employment on retirement and if I go out to another job and earn more than — 
a specific amount you are going to cut my pension., 

The CHarrMAN: You have retired? 3 

Mr. SuHaw: Yes, I have retired. 


The CuarrMAN: But you are still working, you say, and that is where I do 
not follow you. 

Mr. Suaw: I have retired from the insured employment in which I have — 
been engaged over the years—employment which along with my payments, 
has qualified me for pension at 65 or whatever the age is. Two years later, | 
I decide to go and work for my neighbour fixing up his grounds. If he pays. 


me more than a specific amount my pension is going to be cut. That is what — 
it says here. : 


OLD AGE SECURITY 747 


The Wrrness: I think you have a point there, sir, and I would be very 
glad to bring that to the attention of the annual meeting of the C.M.A. I think, 
speaking as an individual, you definitely have a point there. 


Mr. Macponneuu: That, as I remember it, was put in because of an extra- 
ordinary case in the United States where a man retired on pension and went out 
and got a salary of $25,000 a year in other employment. 


Mr. SHaw: That is apt to happen only very rarely. Still I argue that if I 
pay a pension and reach retirement age no one should come along and try to cut 
that pension. 

The Witness: I will be very glad to bring that to the attention of the Cana- 
dian Manufacturers’ Association. 


By Mr. Fleming: 


Q. The final paragraph on page 12 is just a question of clarification. I 
understand, Mr. Sheils, in the matter of those who are not strictly speaking 
included within the old age assistance group—we will take the case of those who, 
by reason of a crippling disease or other form of invalidity, are not able to work 
and yet do not qualify—you do not make any place for them in the national con- 
tributory scheme but you do recommend that they should be included within the 
scope of the present old age pension program.—A. Yes. 

@. In other words, that scheme should be enlarged to provide for persons 
who have not reached the pensionable age but who are prevented by say crip- 
pling sickness from being employed, subject, of course, to the means test?—A. 
We have not made any recommendation nor am I authorized to make any recom- 
mendation to extend the present old age means test plan to take in people who 
are not in now; but even if our plan is implemented there are people who cannot 
come under it. I am not suggesting an extension of the coverage at the present 
time. 

Mr. Fiemine: We had that other sentence which rather suggested that you 
might have something like that in mind. 

The CuHarrMAN: Well, gentlemen, it is 6 o’clock. 

Now, Mr. Sheils and Mr. Macdonnell, I am sure the members of the com- 
mittee will j join with me in thanking you for the very useful and complete presen- 
tation which you have made and that it will assist us materially in our delibera- 


tions. 


The Witness: Mr. Chairman, may I say how very appreciative Mr. Mac- 
donnell and I are of your very kind words, and also that we are particularly 
appreciative of the very courteous treatment which we have received at the 
hands of the committee. It is what we expected we would receive and we 


certainly did. I would just like to add, sir, that following our annual general 
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meeting we will let you have a reply as to the points raised at this meeting this 
afternoon. We will see that the matter is brought to the attention of our 
membership and if there is any further recommendation we can make we should 
be glad to put it before you. We should be only too pleased to do anything we 
can to assist you in your study of this very great problem. On some points 


it may be desirable to circulate a questionnaire among our membership. We will 


be glad to do that, and I can assure you that you will at all times have our 
fullest co-operation. 


The CuHatrMan: Thank you very much. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 
Turspay, May 16, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 4:00 p.m. Honourable Senator J. H. King and Mr. Jean 


| Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


: 


Others present: 
The Senate: Honourable Senators Burke, Doone, Fallis, Farquhar, 
Ferland, Hurtubise. 


House of Commons: ‘Messrs. Ashbourne, Beyerstein, Blair, Brown 
(Essex West), Cannon, Corry, Cote (Verdun-La Salle), Ferrie, Knowles, 
Laing, MacInnis, Richard (Gloucester), Shaw, Smith (Queens-Shelburne), 
Weaver, Welbourn. 


Hon. Paul Martin, Minister of National Health and Welfare, was also 


_ present. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare; Mr. 


Gordon G. Cushing, General Secretary-Treasurer, and Mr. Leslie E. Wismer, 
_M.P-P., Director of Public Relations and Research, The Trades and Labour 


Congress of Canada. 
The Chairman presented the Fifth Report of the Steering Committee. 


: (See this day’s Minutes of Evidence.) 


The said’ Report was adopted. 
Mr. Cushing presented a brief on behalf of The Trades and Labour Congress 


of Canada. 


The brief was taken as read and, by order of the Committee, appears in 


this day’s Minutes of Evidence. 


Messrs. Cushing and Wismer were examined. 


At 6:05 p.m., witnesses retired and the Committee adjourned until 


Wednesday, May 17 at 4:00 p.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Houses oF COMMONS, 
Turspay, May 16, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 4 p.m. Hon. Senator J. H. King and Mr. J. 
Lesage. (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CuHarrMAN: Order. Senator King, Senator Fallis and gentlemen, 
before hearing the representatives of the Trades and Labour Congress who are 
here this afternoon and who are Mr. Gordon G. Cushing, General Secretary- 
Treasurer of the Trade and Labour Congress of Canada, and Mr. Leslie E. 
Wismer, M.P.P., Public Relations and Research Director, I am going to ask 
your permission to make the report of the steering committee meeting of last 
night. 

“Your steering committee met last evening and begs to report as follows: 

The agenda for the present week, as already agreed upon, will stand with 
the exception of Friday, May 19, namely: 

Today, May 16—The Trades and Labour Congress of Canada; 

Wednesday, May 17—The Canadian Welfare Council; 

Thursday, May 18—The Canadian Life Insurance Officers Association. 

With regard to Friday, May 19, the Dominion Joint Legislative Committee, 
Railway Transportation Brotherhoods, have been advised some time ago that 
they could be heard on that day, provided they submitted a brief by May 15. 
Their reply states that they are not in a position to submit a brief at present, 
| Ss also indicates that they are far from pressing the point that they should be 
heard. 

Regarding the agenda for the week beginning on Monday, May 22, it is 
‘suggested that on Tuesday, May 23, the committee hear representatives of 
‘L’Union Catholique des Cultivateurs’ (Catholic Union of Farmers). The com- 
‘mittee will recall that a motion that this association be heard was passed on 
May 11. 
The committee also recommends that evidence be secured from persons 
other than departmental officials who have specialized in the study of the 
problems being considered by the committee. In this regard, the following persons 
are suggested: 
— Dr. Charlotte Whitton, Ottawa. 
Dr. Leonard Marsh, Professor of Social Work, University of British 
Columbia. 
Dr. H. M. Cassidy, Director, School of Social Work, University of Toronto, 
Friday, May 26. 
Mr. Maurice Lamontagne, Professor of, Social and Economic Sciences, 
Laval University, Thursday, May 25. 
Mr. W. M. Anderson, General Manager, North American Life Assurance 
Company, Toronto, Friday morning. 

These persons could be heard in the order which may be arranged by the 
Baiyman, on Friday of this week, Monday next, May 22, Wednesday, May 24, 
and following days.” 

Dr. Davison: Mr. Chairman, may I make a report in that connection? 
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The Cuarrman: Dr. Davidson the Deputy-Minister of the Department of 
Welfare was supposed to call these people up to find out on what dates the y 
could appear. 7 a 
Dr. Davipson: Mr. Anderson has agreed to appear before the committee 

on Friday morning of this week, and he is arranging to have sent to us in tonight’s 
mail seventy-five copies of a memorandum which he is preparing in another 
connection but which will serve for our purposes. ° q 
Dr. Leonard Marsh—I was in touch with him by telephone this morning | 
—indicates that it is practically impossible for him to get away from his duties — 
in Vancouver to appear before the committee, but he said he would endeavour 
to prepare a memorandum indicating the extent to which he would still stand 
by the old age security proposals contained in the report of 1943, and he will 
submit that to the committee. a 
Dr. Charlotte Whitton is out of town on a speaking tour in the United 
States and will be for the next two weeks, but I am going to send her a wire. 
I am not too hopeful that we shall be able to arrange for her appearance before 
the end of next week. | 
Mr. Lamontagne agreed to appear before the committee on Thursday morn- 

ing, May 25, and will have a memorandum available for distribution before 
that date. . f 
Dr. Cassidy has agreed to appear before the commitee on Friday, May 26; 

and in that connection he has asked whether it will be satisfactory to the com- 
mittee to have a chapter taken from the report which he prepared for the 
minister in 1947 and have it mimeographed, and speak to that as the basis of 
his presentation. | 
The CuarrMAN: Will that be agreeable to the members of the committee? 


Agreed. 


We shall wait for an answer from Dr. Charlotte Whitton. 
Now, I shall continue with the report of the steering committee: | 
Your steering committee recommends that this conclude our 
public hearings. q 
On May 29 we could obtain all information required by members: 
of the committee from officials of the departments of Welfare, Justice 
» and Finance. x 


We could spend the whole week in that way if necessary, and then the 
suggestion is that we close the doors for consideration of the report in the first 
days of June. I shall continue with the report: y 

Further consideration was given to representations made by the 
following associations of the blind, viz.: 

(a) Canadian Federation of the Blind; 

(b) Canadian Council of the Blind; 

(c) Canadian National Institute for the Blind. 


In the opinion of your committee these representations are not within 
the scope of our terms of reference and it is recommended that these association 
be not heard but that their representations be incorporated with those now in 
the hands of the members of the committee under the title “Other Briefs”, to be 
printed at a later date. 

Tt is also recommended that a brief received from the Montreal Council 
of Social Agencies be printed with “Other Briefs” and that no oral representa- 
tions be heard in relation thereto, since it is not a national organization. 

Questionnaires which were invited some time ago from all members of the 
committee have been received thus far from four members only: 4 


Mr. Knowles, Mr. Fleming, Mr. Ferrie, and The Chairman who represents 
the Commons on the committee 4 
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These questionnaires have been referred to Dr. Davidson, Mr. Mitchell 
Sharpe, of the Department of Finance, and a representative of the Department 
of Justice. 

All of which is respectfully submitted. 


Now, our guests today are Mr. Cushing and Mr. Wismer of the Trades 
and Labor Congress. Gentlemen, you may rest assured that the members of 
the committee appreciate the fact that you have sent in a brief on which 
you have no doubt worked hard, and you are ready to co-operate with us in 
trying to find a solution to the difficult problem of old age security. 

Mr. Cushing is going to be our witness and Mr. Wismer, who is. the 
specialist in taxation for the Congress will assist him. 


SUBMISSION TO THE JOINT COMMITTEE OF THE SENATE AND 


THE HOUSE OF COMMONS ON OLD AGE SECURITY 


The Trades and Labor Congress of Canada appreciates this opportunity 
of presenting to your Committee its views on Old Age Security, the extent to 
which such security should be provided to our older citizens, the conditions 
under which such security should be made available, and the methods by 
which the necessary revenues should be raised. 

While your Committee’s terms of reference limit consideration to Old Age 
Security, we would like to recall that our membership and affiliated organizations 


have for many years believed that social security involves much more than old 
-agesecurity, and this Congress continues to hope the Parliament of Canada 


will adopt legislation at this session which will provide for a comprehensive 
scheme of full social security for all Canadians. 

In our memorandum to the Government of Canada presented on March 
9th of this year, we said: 

We urge your government to enact at this session of Parliament 
an all-embracing Social Security Act which would provide for all citizens 
of Canada, regardless of income, on a contributory basis, the following: 

Health Insurance—a ‘comprehensive National Health Insurance 
Act embodying accident and hospitalization benefits as well as medical, 
surgical and dental services; 

Old Age Pensions—we recommend 1) that the means test ‘be abolished, 
2) that all old age and blind pensions become the sole responsibility of the: 
Federal Government, 3) that the monthly pension payment be increased 
to $60, and 4) that the pensionable ‘age be reduced for men to 65 and for 
women to 60 years; 

Mothers’ and Widows’ Allowances—a national social security scheme 
should include mothers’ and widows’ allowances; 

Unemployment Insurance—unemployment insurance should be integ- 
rated into a scheme of complete social security. 


We would remind your Committee that this opinion on social security and 


the minimum scope of a nation-wide comprehensive scheme covering all of our, 
people is not of recent origin. Working people have been thinking in these terms 
for at least half a century, and those demands have been placed before the 
Government and Parliament of Canada throughout the years by this Congress. 


The first result of such representations was the discussion of a motion concerning 


_old age pensions in the House of Commons in 1906. 


During World War I, working people ‘and this Congress continued to seek 


security on a national basis. A resolution passed in the convention of the Con- 
gress in 1916 resulted in the appointment of the Royal Commission on Industrial 
Relations in 1919. This Commission made its report on June 28th, 1919, and its 
first recommendation was: 


We recommend to your Government the question of making some 
provision by a system of State Social Insurance for those who through no 
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Penile of their own are unable to work, whether the nab arises from 
lack of opportunity, sickness, invalidity or old age. 


In 1926 the House of Commons passed the first legislation providing for old 
age pensions, but the Senate rejected it. A year later, 1927, the present Old <a 5 
Pensions Act. came into force, and, through the action of British Columbia in ~ J 
passing the necessary enabling legislation, became effective in that year. 

But that was only one of the proposals contained in the Royal Commienael 
recommendation of 1919. The Unemployment Insurance Act was not passed until — 
1940, previous attempts having proved abortive. | 

The recommendation concerning the establishment of a national health ser-_ q 
vices scheme has received attention, some glowing promises have been made — 
around election time, but it still awaits positive action. 

In the meantime, in certain Provinces, the demand for public health and _ 
hospitalization schemes has been met. In ‘other parts of the country private . 
schemes are in operation providing for prepaid hospitalization and health services. 

In the same period the old age pension has not been available to all of our 
elderly citizens because of the means test, and private pension plans have devel- — 
oped. This Congress is concerned about private pension plans for a number of 
reasons. In our Memorandum to the Government of Canada this year, referred — 
to above, we said: 

The growth of private pension plans has provided some protection for 
those able to benefit directly from them. However, they have created great — 
difficulties. These plans have tended to immobilize the labour force and~ 
to reduce the freedom of economic movement of the individual. They have | 
created the condition in which old age can now begin at forty years. 


The point we wish to emphasize is that, where private pension plans are nl 
effect, the hiring policy must be geared to the scheme. The financial soundness — 
of such schemes depend upon young people being employed and the preference is 
thus for those in their twenties and thirties. Regardless of the training, skill or — 
experience of an applicant of forty or over his chances of being hired are very 
small because he doesn’t fit into the pension scheme. 

There is this further consideration. Many thousands of our people engaged 
in seasonal employment cannot hope to be covered by private pension schemes. 
We refer to such large and important groups as the construction and iccaie 
industries. To this may be added the thousands who work for less profitable or 
marginal undertakings in which the establishment of private pension plans 1s 
very unlikely. 

In our opinion, an Old Age Pension should be provided to which contributions — 
can be made to insure comfort and security from age 65, and these pensions paid 
to all persons without any means test. Then employment can be based on skill” 
and ability, and not, as is the case so often now, on how the person may fit into— 
the pension scheme. 

There have been indications recently which suggest that the Government of. 
Canada is still in favour of private pension plans in spite of the difficulties these 
create and foster. In this connection we would like to stress to your Committee 
the inequity involved in privately financed pension plans. Where these are 
established in industrial and commercial undertakings it must be accepted as 
true that the total cost of the pensions is met through the selling price of the 
goods produced or distributed. The buying public pays for these pensions without 
sharing in them. , 

It is the desire of this Congress and the organizations affiliated to it that old. 
age pensions be made av ailable to all Canadian citizens as of right at 65 years of 
age. We would prefer to have those pensions paid to every person on reaching 
that age regardless of their social or economic position. The only restriction we e 
would suggest is that of residence in Canada. In this connection we believe the 
present requirement is too high and suggest that fifteen years’ residence would 
be adequate. . 
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- We realize that all of our resources cannot be placed at the service of one 


group in the country. Social welfare requirements are on the increase as our 


economy is transformed from one in which agrarian pursuits rank very high to 
one in which industrial activity accounts for the bulk of our people’s livelihood. 
However, we recommend that the monthly payment of old age pensions to all 
citizens of 65 and over be set at the highest possible rate, and, in our opinion, 
this should now be $60. 

There are at least two very valid reasons for setting the old age pension at 
this level immediately. The cost of living is at an all-time high and less than 
$60 a month will not keep a person of 65 or over in average circumstances, in a 
state of health and decency. The pension rate should be set high enough to 
preclude the need for privately financed pension plans for our working population. 

A comprehensive social security scheme, in our opinion, should be financed 


on a contributory basis: Unemployment Insurance is handled in this way. Old 


Age Pensions have not been. We would like to see a change in this regard. 
Actually we would prefer to see Old Age Pensions, Unemployment Insurance, 
Mothers’ Allowances and National Health Services all financed through contri- 
butions rather than indirect taxation. 

This, of course, raises substantial administrative problems. Nothing would 


seem less wise than to consume revenues in administrative costs which could 


have been paid out in the penions themselves. However, we still believe that 
Old Age Pensions along with other parts of a social security scheme should and 


- can be financed through contributions without adding in any substantial way to 


administrative costs. 


We suggest that Old Age Pensions be financed through an assessment on 


- personal incomes. In qualifying this suggestion, the following figures should be 


considered: 
. In its Labour Force Bulletin, No. 18, the Dominion Bureau of Statistics 
reports the total of persons of 65 and, over in the Labour Force, as of October, 


1949, at 243,000; and those of the same ages Not in the Labour Force at the 


same date at 763,000, making a total for Canada eligible for Old Age Pensions 


as of that date on the basis of our proposals of 1,006,000. 


In Table 3 at page eight of “Budget Papers” appended to Hansard of 


_ March 28, 1950, the figures for Personal Income in Canada in 1949 are given 


as $12,495,000,000. 


Pensions paid at $60 a month to all persons of 65 years and over without a 
means test excepting a residence rule would cost approximately $720,000,000 a 


~ year. . (1949 figures above). 


Before assessing this cost against personal income, it would be necessary to 


remove certain incomes from the total shown above. These deductions in our 


opinion, would amount to approximately $2,500,000,000 leaving a national total 
of assessable personal incomes for the purpose of Old Age Pensions of 


~ $10,000,000,000 in 1949. 


A six per cent Social Security Contribution on this total would provide a 


revenue of $600,000,000. 


Against the balance of $120,000,000 should be set the current expenditure by 


- federal and provincial administrations combined amounting to more than 


$120,000,000. This money being raised from general taxation would provide for 
some participation in the contribution to Old Age Pensions by those whose 
incomes are too small to justify a direct levy upon them. 

These calculations have not taken into account one difficulty which may, 


i though not necessarily, arise in the future. The payments are to be made on a 
relatively fixed basis. The contributions, however, are to be collected from a 


relatively changing base. To provide against some of the discrepancies it might 
be well to set aside in each year a small sum, say, equal to one or two per ceni, 
of the total pension payments, as a cushion. This fund and the whole procedure 
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should be reviewed by Parliament every ten years, and necessary adjustments 
made in the light of experience. ; 
These suggestions concerning the financing of Old Age Pensions for all at 65 
would, in the opinion of this Congress, be much more appropriate if they were — 
part of a comprehensive social security scheme including National Health | 
Services, Unemployment Insurance and protection against other causes of loss — 
of livelihood when these are beyond the individual’s control. We would have — 
preferred to have had the opportunity of suggesting to your Committee a lump 
sum Social Security Contribution expressed andi collected as a percentage of — 
National Personal Incomes to cover approximately 80 per cent of a compre-_ 
hensive social security scheme, the balance to be paid out of the general revenues 
in order to reach the people whose incomes. are too small to justify direct contri- — 
butions of this kind and who earn too little to pay for food, clothing and shelter 
and at the same time save or provide for doctor’s and hospital bills. 
Regardless of what is done about the rate of pension or the age at which it 
is granted to our people, we specifically recommend that the administration and ~ 
total cost of Old Age Pensions be placed in the hands of the Government of 
Canada. We do not believe that the Provinces should be called upon to admin- — 
ister and pay a portion of pensions, but we see, on the other hand, no reason © 
why such a transfer of obligations should preclude the continuation of supple-_ 
mentary benefits to pensioners as are now being paid in such Provinces as — 
British Columbia, Alberta and Saskatchewan, if the people of such Provinces 
desire that such benefits be continued. 
We would further recommend that the provisions for pensions to the blind — 
be changed to make these unfortunate persons eligible for pensions at 18 instead © 
of the present 21 years. Increases in pensions to the aged should be granted 
to the blind. , 4 
Pending, and after, the establishment of a National Health Services — 
scheme, we suggest that all recipients of Old Age and Blind Pensions and their 
dependents be provided with free medical, dental, surgical, optical and hospital — 
care. In our opinion, free medical services should include treatment of the 
mentally ill. 7 | 
_ Provision should also be made in the Old Age Pensions Act for the totally 
disabled. Pensions should be made available to these persons on essentially the 
same basis as they are to the Blind. q 
. The foregoing has been concerned mainly with only the financial considera- 
oie involved in Old Age Security. In our opinion, other sides of the problem — 
should be considered when fundamental changes are to be made in our national — 
approach to this whole matter. id 
One of these matters is housing. Under present circumstances throughout — 
Canada, and, in particular, in the industrialized urban areas, the extra room — 
necessary for an aging member of the family is just not available. The 
Homes for the Aged that have been provided in many localities are not satis- 
factory substitutes for shelter within the home and family circle. A new: 
approach to this matter is necessary, and thought should be given to the 
provision of living quarters in new home development projects for the aged in — 
which they could live close to their families and relatives, and, in the case of 
couples, together in natural family surroundings. In the oreater proportion, 
such living quarters would have to be made available on a low rental basis. 
In the older and built-up areas, thought should be given to the provision of 
onaare ete accommodation for those on Old Age Pensions who require it. 
the suggestions and recommendations made in this submission to 
your Committee are made with the view that anything done now or in the 
future in regard to the improvement of security for our aged citizens should j 
Bs capable of easy integration into a scheme of comprehensive social security 
or all of our people of all ages. We recognize that such a scheme to be practical - 
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and financially sound requires a sound and flourishing economy to support it. 
This means that at all times our fundamental economic security of full employ- 
ment must be maintained permanently. And this we assume to be a necessary 
principle and safeguard to our modern democratic way of life in this country. 
With conditions of full employment, which can be maintained in the interest 
of all of our people, a comprehensive scheme of social security, including Old 
Age Security, amounts to no more than an annual redistribution of the National 
Income in such a way that, a thriving country, capable of providing a high 
living standard for its population, shall at no time number among its citizens 
persons who, through no fault of their own, find themselves without financial 
means to purchase their own food, clothing, shelter, and a share of the good 
things of life. We believe that the Parliament of Canada should pass the 
necessary legislation providing for such a comprehensive scheme of social 
security immediately. At the same time we recommend to your Committee 
that Old Age Security be provided on a broad basis, and, in particular, that 
Old Age Pensions be made available at once to all persons of 65 and over 
regardless of their social or economic status, subject only to a residence rule, 
at the rate of $60 per month. 
In conclusion, we earnestly hope that the investigations of your Committee 
will lead to recommendations to the Parliament of Canada similar to those 
we have made, and that Parliament will lose no time in transforming those 
recommendations into real social security for all of the people of Canada. 


Respectfully submitted, 
PERCY R. BENGOUGH, 
President, 


GORDON G. CUSHING, 
Secretary-Treasurer, 
The Trades and Labor Congress of 
Canada. 


The CuarrMan: Mr. Cushing, I have tried to divide your brief into sections 
for the purposes of questioning, and I would suggest that the first’ two pages 
plus the first three paragraphs of page 3 will be considered as the introductory 
- section. Then the balance of page 3 plus the first paragraph on page 4 deal with 
private pension plans. The second and third paragraphs on page 4 deal with 
the abolishing of the means test and the setting up of a contributory system. 
The last paragraph on page 4 is on the age question. The first two paragraphs 
on page 5 are about the amount of the benefits, the monthly benefits. The 
balance of the brief is on the financial aspect and then we have the conclusions. 


Gordon G. Cushing, General Secretary-Treasurer, Trades and 
Labor Congress of Canada, called: 


By the Chairman: 

Q. Mr. Cushing, have you any additional comments to make before I ask 
the members of the committee to commence asking you questions? The floor is 
yours.—A. Mr. Chairman, I do not think there is anything we can add. Our 
original intention was to’submit a brief to this committee which speaks for itself 
without the necessity of adding to it. Our understanding in coming here was 
that the committee members have read the brief; at least we certainly hope they 
have— | 
Q. You can see that I have, at least.—A. Right. If there are any explana- 
tions that the committee members would desire we are prepared, in as clear a 
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manner as we oats can, to give them our thoughts on old age pensions. “Bued 
I do not think I should have to add to the brief. I hope we have covered mainly | 
the amount of pension, the old age pension, and the means of financing. I ae 
those are the three main points in the brief. a 
The Cuarrman: Are there any questions on the introductory part? 4 
Mr. Brown: The introductory part includes their own program, on page 2. 


The CHAIRMAN: It is a résumé. 3 
Mr. Brown: It is a résumé, but are we being permitted to ask questions on 
each one of these items, because they are fully covered further on in the ‘brief. — 
We all have a lot of questions to ask. ‘a 
The CuairmMan: Do you not believe that we should wait until we reach the ~ 
proper sections? 
Mr. Brown: I am asking because of the fact that the whole program is set 
out on page 2; and I am asking whether we ought to ask questions on that now. © 
The (ESS If we do it is useless to divide the brief. 
Mr. Brown: In any event, as one of the reporters said last night as we left — 
the meeting, most of the questions were asked on the first three pages anyway. 
Mr. Suaw: Are you expecting us to ask questions, Mr. Chairman? 
The CHarrMaNn: We are waiting for questions. % 
Mr. Suaw: I should like to ask the witness if this brief has been a: 
to a convention of the Trades and Labor Congress of Canada or to the bodies — 
which make up the congress, or has it just been prepared by an executive com- ~ 
mittee and submitted to us by them on their own? 4 
The Wrrness: The submission was prepared by the executive council of the — 
Trades and Labor Congress of Canada and the material contained in the sub- — 
mission, however, is the decisions or resolutions adopted at our national conven- — 
tions. The submission has been sent to all of our central organizations through- _ 
out the Dominion of Canada, of which we have fifty-nine, but of course, because — 
of lack of time we have had no reaction from them, but they have been advised _ 
of the position we have taken before this committee. 5 
The CuairMAn: Did the resolution mention anything about the financing — 
problem? 
The Wirness: Nothing other than on a contributory scheme. The Trades — 
and Labor Congress of Canada for a number of years have approved of an over- | 
all social security scheme on a contributory basis. The method of collecting the . 
money through taxation is the opinion of the executive council at this particular 
moment. We deemed that the most advisable way of doing it, and our organi- — 
zation is on record as favouring a contributory scheme, very definitely. 
Mr. Wismer: I might add that the congress conventions are on record for a _ 
number of years as well against indirect taxation—hidden taxation. ; 
Mr. Brown: You do not agree with the Canadian Congress of Labor that it - ; 
should not be contributory? \ 
Mr. Wismer: We do not believe there is such a thing as a non-contributory — 
pension. | 


Mr. Brown: No matter how you get it it is going to be contributory. Do 4 
you think that income tax is contributory? 

Mr. Wisme_r: All taxes are contributory. 

Mr. SHaw: Would the witness agree there might be two bases of contrib-— 
utory pension, since he does not agree that there is such a thing as a non-— 
contributory pension? 5 

The Wirness: Yes. 


\ 
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Mr. WISMER: hg there are two ways at least of having a contributory 
pension, 

Hon. Mr. Kina: You speak of your contributory scheme; you mean every- 
body who is taxable? 

Mr. WisMeErR: You could nigte a contributory pension which would involve 
contributions made by every person; you could have a contributory pension 


which did not involve in all cases direct contributions from everybody: and 
what we have attempted to produce is a second type for the reasons that are 


there in the brief. An over-all contributory pension in which every Canadian 
from, say, fourteen years of age would be involved in a contribution would, in 
our opinion, create an administration problem far too costly and far too exten- 


sive. Somewhere you have to compromise, and we have compromised in the 


direction of bringing the contributions out into the open in the greatest possible 
amount, .to tie it somewhere near the income tax machinery which has proven 
effective, and is not too expensive in operation. 

Mr. Brown: As I understand your brief; it is not solely on a contributory 
basis in that you contributed to a stated fund to be divided among a certain 
number of people; $600 million of that is raised by contribution and $120 million 
is raised by general taxation; it is taken out of the general fund. 

Mr. Wisme_r: I think, as the brief suggests, if you are going to stick some- 
where near the income tax machinery then the contributions will, from that 
group of people, provide somewhere up to 80 per cent of the necessary funds. 

The CHatrMAN: Is it the wish of the members of the committee that we 
start studying the brief at the end, first? Or should we go now to the first section 
about a private pension plan? 

Mr. Brown: That is just the way we did it the other day. 

The Cuarrman: Over the week-end we tried our best to keep to the divi- 
sions in the briefs. 

Mr. MacInnis: It appears to me there is not much room for debate on the 
private pension plan; we are in the same position as President Coolidge was 
with regard to sin: he was opposed to it. 

The CuHairMAN: Are you opposed completely to private pension plans? 

The Witness: Absolutely. I should add to that, Mr. Chairman, that if a 


person, shall I say in the higher income brackets, felt that in his aging years he 


would desire an additional income to the basic pension then I see no reason why 


he should not go out and buy that private pension; but for the over- all class of 
_ workers we were not in favour of private pension aia operated through 


individual employers. 


By the Chairman: 


Q. Have you read the brief of the Canadian Congress of Labour?—A. Yes. 
Q. They proposed first a flat rate of universal pension out of general 


revenue; second, on top of that, a contributory system; third, on top of that 


again, private pension plans. You are opposed to having private pension plans 


over and above the contributory system benefits which you propose?—A. That 
ds right. 


Mr. Wismer: Might I clarify the difference without indicating any partic- 
ularly wide divergence of opinion? We have a very large number of our 
membership whom we speak for who are in intermittent employment. They 


are highly paid workers in the building trades or they are located in industries 


and we are doubtful that these people in any relationship between themselves 
and employers could develop a satisfactory pension plan. We have also in 


_ mind the existence in this country of peop!e—not in organizations of labour, but 
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-ho work in marginal industries or in the lower paid industries or 
ay aia are most unlikely ever to be covered by pension PaO a 
other words, just to get them covered by pension plans, In our opinion you aN 
to go to the national level and provide a pension as of right. | i 

The Cuarrman: Yes. Now, I will take a specific example, the Ford Motor | 
Company. The company will pay a $55 pension. Do you say that if your plan | 
was in operation—universal pension of $60—that the Ford Motor Company | 
should not pay any pension to its employees? : ¥ 

Mr. Wismer: Oh, no. I mean if, after that, there is enough profit in the — 
motor car industry, and the company through negotiations with its employees is _ 
prepared to defer wages up to another $40 to make it $100 at age 65, we have 
no objection; that is in addition. } 

Hon. Mrs. Fautis: What would you do in the case of industries .which | 
already have a well established pension plan built up over the years? I am _ 
thinking of one in my home town of Peterborough, the Western Clock Company, 
who have for some years built up a pension, plan among their employees. What 
would you do in a case like that? 

Mr. Wismer: I think I could answer your question in this way with respect 
to a problem which arises in a case like that. If there was a union in that | 
plant to negotiate between the employees and the employer as to whether } 
there should be pensions, I think when the over-all pension of $60 at age 65 1s 
in effect that the employees and the employer have to agree as to whether or — 
not they are prepared to make the pension contribution to the federal govern- 
ment as well as a pension contribution to a private pension plan, and if they are 
not prepared to make the two contributions then I think provision should be — 
made in the necessary legislation which creates this for such pension plans — 
to be integrated with the national plan. Might I clarify that? There may be 
many pension plans in which the funds are invested in securities and there is ‘an 
ownership in the trust for those funds. That is what I mean; there would — 
have to be provided in the Act for some equitable taking over of the distribution © 
of the funds. 

Mr. Laine: Is it the opinion of the witness that substantially that type 
of pension constitutes wage deferment, and in a time of surplus labour the © 
argument might be used that a pension would take the place of low wages; — 
is there any of that type of thing? ss 

The Wirness: I think you will find in years to come—it is hard to know — 
at the present time because of the period we have gone through in the last 
“couple of years—that where private pension schemes have been negotiated and 4 
agreed upon with employers that they will be a deterrent in future negotiations; 
and a very fine example of that can be recalled in the case of railroads many 
years ago when pension schemes were used against the railroad workers, and 
that is one of the problems we are faced with from private pension schemes y 
that are agreed upon—the negotiating. 4 

Mr. SmirH: Might I direct your attention to these words in the middle 
of page 4: “There have been indications recently which suggest that the 
government of Canada is still in favour of private pension plans in spite of 
the difficulties these create and foster.” 

Would the witness care to comment and to cite some of these indications? 


Mr. Wismer: There have been indications, Mr. Chairman, that the govern- 
ment of Canada was pleased to see the development of privately financed 
pension plans. Certainly, we in the congress had the feeling that they were 
happy about the settlement in Windsor, for instance. 
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. Mr. SmitH: What were those indications? I do not know of anything 
on record which says that the government was in favour of pension plans as 
opposed to entering into a national pension plan, and that 1s the inference I 
got from reading that paragraph. 

Mr. Wismer: I have not the newspaper clipping here. 

Mr. Smiru: I wonder if your idea of the pleasure it gave the government 
was due to the fact that because of the agreement it meant there was going 
to be no labour hold-up, and it did not necessarily mean that they were in 
favour of this particular pension plan in preference to a national scheme. I 
thought there was some other indication that had not come to our attention. 


Mr. Wismer: I do not think so. 


Mr. Brown: Do I understand that you are against private pension plans 
yet you are pleased with the Ford AES and the results which provide 
for a private pension plan? 


Mr. WismerR: We are not pleased with the settlement at all. 


Mr. Brown: That is what I want to understand. And the reason you 

do not like these private pension plans is that you feel they are something 

which the corporation might hold over the employee which would be a deterrent 
to proper negotiations in a labour dispute; is that it? 

Mr. Wismer: May I give an example? I was in Toronto a week ago 
Saturday, and I am thinking of one of our very old unions. Of course, many 
of the International unions affiliated with the American Federation of Labor 
have old age pension plans of their own, and they have been in existence for 
many years, financed entirely from the dues paid by the members; and in 

this particular union, by referendum, they raised the dues and increased the 
amount of pension which is now paid to the qualified people. 

) Mr. Brown: On that point; that is.a union matter entirely? 

i Mr. Wismer: That is right; but I want to talk about a member of that 
union, in spite of that fact. In one of the large printing establishments in the city 
of Toronto there is a pension plan in existence between the employees ‘and the 
employer which is entirely in the control of the employer. A skilled workman, a 
printing press man, who had been employed in the company for sixteen years, was 
demoted by the employer to what was called an assistant as opposed to a journey- 
“man press man. This man is a thoroughly qualified journeyman press man. 
When he spoke to the business agent of the union in Toronto, the business agent 
pointed out that if he would go over to the union office there were several jobs . 
available in other plants as a journeyman printing press man. However, there 
were differences in rates of pay. This man decided that he could not afford to 
leave the pension in the plant and he was prepared to stay, as a young man, and 
for the rest of his life,\at an assistant’s rate of pay while he was-a qualified jour- 
neyman press man—simply because of the pension over which neither he nor 
the union had any control at all. 

The Wirness: I think it is of questionable truth to state that all people 
within a particular industry will benefit by industrial pension plans in that 
industry. In all of the plans negotiated recently there are certain qualifications— 
1 . 
twenty-five or thirty year periods of service required. Even in the Chrysler 
decision, reached recently, they are officially estimating now that only 20 per cent 
of the employees will benefit by the scheme. What are we going to do about the 
other 80 per cent, if we do not have a universal pension plan? 

Mr. Larne: Why is the percentage so small? 

The Wirness: Because of the turnover of staff. Men will just not be able 
to stay in that industry for thirty years—for reasons of health, layoffs, dis- 
missals, and some of them, of their own volition will leave—they w ill get mad and 


762 JOINT COMMITTEE Lo 6 i an 


quit. It has been estimated in a number of reports that in the Chrysler plant 
only about 20 per cent of the employees will finally benefit by the pension scheme 
agreed upon. as 

Mr. Buarr: I should suggest that an industry could disband, or go broke, 
or something would happen to it in the meantime? . i. 


By Mr. Brown: 
Q. Most of these plans are funded?—A. Not as I understand it—although I 
understand that the Ford plan 1s. ‘ao 
Q. Is not the Chrysler plan funded?—A. I do not think so although I am 
not familiar with it because it does not involve one of our organizations. How- 
ever, I understood one of the reasons for the strike was that 1t was not a funded 
plan. : a 
Mr. Brown: But did they not finally agree to that? 
Mr. Davinson: Just a part of it is funded. 


By Mr. Shaw: 

Q. The Trades and Labor Congress spokesmen have said that they are not 
favourably disposed towards privately financed pension schemes. May I ask 
whether you would in any way undertake to suggest that the government 
should interfere with the establishment of such pension plans?—A. Not what- 
ever. i a 
Q. Your Congress would not take the position that it is actively opposed to 
the establishment of private pension schemes?—A. No, we would not officialh 
oppose them but we certainly would not endorse them. 
@. Then, after all, is that not as far as we can go on these questions? We 
could spend a whole day discovering reasons why the Congress does not approve 
of private pension schemes but is it not enough for us to know that they just do 


7. 4 


not favour them? a 

Mr. Knowxes: May I ask the witness whether it would be fair to say that 

the Congress is not opposed to private pension plans in all cases—certainly not 

as supplementary plans—but it is opposed to the attitude of mind that would 

accept private pension plans as the bulwark of our old age security system? 

The Wirwness: That is right. 

. my Know.es: You want a basic national old age security established 

rst? 
Mr. Wismer: As of right. 

The Wirness: That is correct. 


By The Chairman: 


Q. Do you agree with the Canadian Congress of Labour that in private 
pension plans you oppose payment of contributions by the employees as a 
matter of principle?—A. In the sense of private contributions—in that way, 
yes. We would much rather see the contributions put into a national scheme. 

Q. You say that in every private pension plan the whole of the basic cost 
should be paid for by the employer? Do you agree with the C.C.L?—A. I 
private schemes— ; 

Mr. Laine: Well you are making him say that he will accept a situation 
and then asking him how he will finance that. 


By The Chairman: q 


Q. I refer to the C.C.L. brief—A. I would say that if employers saw fit 
to take a certain amount of profit in each year and invest it in an additiona: 
pension scheme there would be no objection to that; but I do not think the 
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employees in that industry should be called upon by the employer or by any- 
body else who says “Now you will contribute to the national scheme and you 
_ will also have to contribute to our private scheme.” 
Q@. Yes, but do you believe, if we had your plan in operation for instance, 
that employees should not press for additional private pension plans which 
would be paid wholly by the employer—when you consider the fact that the 
employer would try to pass on the cost to the consumer?—A. I think you will 
find that if you have a national scheme workers will not press for private 
schemes. They would continually be prepared to contribute, on possibly a higher 
contribution basis, toward the larger national scheme. 
Q. I wanted your opinion on this—and I believe you have expressed it. 
Hon. Mrs. Faris: It would all depend on the amount of the pension under 
the national scheme. 


The Witness: That is correct. 

Mr. Wismer: I think there is a little more clarification needed if I may 
give it. 

The CHAIRMAN: Certainly. 


Mr. Wismer: By setting the old age pension as of right at $60 you would 
offset greatly the need for private pension plans—as many are not nearly as 
large as that. Then, if $60 per month were.not enough pension I think you 
would find organized ‘labour still fighting to increase the pension rather than 
to advocate more private pension—for the simple reason that consumers pay 
for all private pension plans whether they share in them or not. 


The CuairMan: That is what I pointed out to Mr. Cushing? 


The Wirness: I think a fine example of that is illustrated by the policy 
towards our unemployment insurance. We first said that we wanted an un- 
employment insurance plan and once it was established we did not go to the 
employees and say that we wanted a private scheme to supplement it, we 
_ continued to press the government for larger unemployment insurance and said 
that we were prepared to contribute to a greater degree and, gradually, pay- 

ments under unemployment insurance have been stepped up. Contributions 
_ likewise have been stepped up. Our conventions continually, year after year, go 
on record asking for a higher weekly payment of unemployment insurance. I 
think you would find the same pattern with respect to old age pensions. 
The CuHatrMAN: I believe you have expressed your opinion quite clearly. 


| Mr. Brown: I have just one question but I do not know whether it is 
_ quite in order. You tell me you are generally opposed to these private pension 
plans. Would you likewise oppose profit sharing plans? 
The Witness: I do not know what that has to do with it. 
The CHarrMANn: We are far from old age now. Mr. Brown. You are going 
into the question of labour relations. 


Mr. Brown: I prefaced my remarks by admitting that, but there are many 
thousands of profit sharing plans—not all in this country but in the United 
States, and I wonder if your views would be the same toward those plans? 


The Wirness: Our national organization has never gone on record one 
way or another and I would hesitate to express an opinion. 


By Mr. Ferre: 


Q. Witness, are you in favour of setting up a fund for labour in the same 
way as they depreciate machinery? Would you depreciate labour in the same 
way, and set up a pension fund for it?A. Not to the same extent. We 
have made the comment that it might be necessary to set up a fund, but 
the main intent of the thing would be a pay-as-you-go plan which would 
+ 62555—2 
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possibly ereate a gradual surplus or, likewise, a gradual deficit; and that is 
why we have suggested that the parliament of Canada or the government of 
Canada would have to review the operation of the old age pension plan every five 7 
or ten years. However, there would be a gradual accruing of a surplus or deficit : 
and you might have to change the size of the contributions made to it or the ; 
benefits taken out of it to keep it in balance. It would be more or less a — 
pay-as-you-go-plan—and not a general reserve plan. It would not be similar — 
to unemployment insurance. . 
Q. Really and truly, it is in your mind and through the whole brief, that 
you advocate the principle and you want old age pensions set up, ruled, and 
governed by the dominion government?—A. Very definitely. oe | 
Q. Do you also take into account that the provinces should be in it?—A. Not — 
in administration but we do say that those provincial governments which see— 
fit to add supplementary benefits in their particular provinces—just as some of © 
them do now—should continue. We see no reason why that contribution should — 
be discontinued but, administratively, old age pensions should be completely — 
within the hand of the federal government. be 
Q. Are you willing to take in with old age pensions the crippled, and' those 
disabled, and those who are not able to provide for themselves after the age of — 
say sixty for women and sixty-five for those men who contribute—or even do — 
not contribute? : 
Mr. Laine: That is dealt with on page 8. a 
The Wirness: We have dealt with that in our brief. We feel that all that 
should be under federal legislation. 4 


By 


By Mr. Ferrie: 


Q. Then we come to the point whether you are, as an organization, eoing 
to put any limit on the cost of this set-up?—A. Yes, although we have not 
included it in our submission— : -, 

Q. No, it is not recorded here—A. We estimate that the over-all social — 
security plan would cost 12 per cent of the total national income. 4 

The CuatrMAan: We are far from private pension plans now. I would 
draw the attention of the members to the fact that we are still on private 
pension plans. | “ 

By Mr. Smith: | | | q 
_ Q. It has been established, of course, that the Trades and Labor Congress. 
is opposed to private pension plans but I am not sure whether it is established 
that they are in favour of plans that are now in operation continuing on their 
present basis?—A. I do not think we can say that we favour the continuation 
of present plans. I think we would say there must be an integration of present 
pension schemes into a national scheme. 4 

Q. Then you have some thought that there may be found a method whereby 
a pension scheme in operation, for example, in the Mersey Paper Company in 
Liverpool, would be tied in with this national contributory scheme?—A. Shall 
ieee we would condone the present pension schemes but we should not favour 

em. “q 

Q. I want to be clear on this. You are not saying that you want these plans 
to stop now and have an entirely new one continue on a national basis?-—A. No. 

Mr. Wismrr: I think we could go one step further and say we would hope 
that once the federal administration was wholly in the field—with the provinces 
in it in the manner of our suggestion—that you would see a gradual elimination 
of the private pension plan. te all 
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Mr. Smit: In other words, you think by that time— 
Mr. Wismer: A gradual step up in the national plan would see the elimination 


_ of the private plans? 


Mr. SmirH: You think that ‘in time the contribution would be on a scale 
higher than the present worker could continue to pay into his other plan? 


Mr. Wismer: To put it another way, through contributions benefits would 
become adequate old age security. 


The Cuarrman: You do not contend that any law passed by the federal 


parliament to implement your proposition would have to take into account the 


existence of private pension plans? 

Mr. Wismer: No. 

The CuairMANn: These private pension plans would not, as a matter of fact, 
be integrated; they would be changed, taking into account the fact that there 
would be a federal over-all pension plan, but there would not be any integration. 
Mr. Wiser: No. | 

Mr. Larne: I think Mr. Cushing answered that by stating that a man over 
an extended period of time would not pay toward two plans. Do I understand 
him to say at the present time any private pension plan or group would be con- 
sidered to be an omission from the general plan? | 

Mr. Wismer: We would oppose that. 

Mr. Core: Would you not think this integration of the private pension plan 


- into the national scheme would add considerably to the complexity of adminis- 


tration of that scheme? 

The Witness: It would for a while. I would say it would not necessarily 
be an integration. Let us use an example to explain. For example, there is a 
contributory scheme within an industry and an employee is contributing on the 
basis of $5 a month into that scheme. He finds that his contribution under the 


national scheme is going to be $3. I think there would be a re-adjustment of 


(| 
y 


the privately operated scheme so that the $3 would go into the national scheme 


- and $2 into the private scheme. There is the possibility too that there might 


be re-negotiation on the $2 and likewise on the benefit. 
The CuHarrMAn: It would be easy to make the changes on an actuarial basis? 
The Wirnsss: Yes, I think so; very, very easy. 
Mr. Cots: The private schemes would not necessarily cease to function from 
the moment of the national scheme? 
The Wirness: Not at all. 
The CuarrmMan: It would not be integrated? 


The Wirness: Not the way you mean of bringing them right together—but 
there would be a readjustment I would say in the private pension schemes. 


By Mr. Ferre: 

Q. Would you adjust these private pensions along with the national pension? 
Let us just go back for the sake of argument to the Ford situation. The cost of 
that pension scheme is added on to the price of the commodity. The taxpayer 
is going to buy the particular article and he is also going to pay into the private 
scheme. Then, the suggestion is that he has got to pay into a national scheme. 
How are you going to adjust that? You say the only fair way to do it, coming 
to a showdown, is to cancel all private schemes. That would be the only fair 


_ thing but, as you say, it cannot be done. However, to ask the public to pay twice 


is not right?—A. Of course, Mr. Chairman, as far as pension plans are concerned, 
negotiated—shall I say in the automobile industry—my understanding is that 
they are all non-contributory from the point of view of the employee, so there 


oie a en 
J “\ tig of ae 
ae 


/ < 


a 


hos i ty ee 


766 pie JOINT COMMITTEE — te ey 


would be no adjustment necessary. The employee would not be contributing ‘ton 
them so that he is not going to make a dual contribution to the pension plan. — 
If the public sees fit to contribute indirectly to a pension scheme for employees — 
of that industry, then, that is something the public would have to put up with. © 
It is not a matter that would have to be re-adjusted or re-negotiated. My under- . 
standing is also that automobile industry pension schemes are non-contributory — 
but they come up for re-negotiation every five years. Conceivably, at the end 
of the next five year period these pension plans might be chopped right off. 


By Mr. Shaw: i 

Q. Does the witness for one moment believe that organized labour would | 
tolerate that in any industry? I can understand how we might have a re-nego- ~ 
tiation of a non-contributory pension scheme but I will bet my bottom dollar — 
‘that organized labour would not agree to dropping a pension scheme wholly — 
financed by industry and, therefore, the company would have to continue pay- 
ing it?—A. That is a question that you had better ask organized labour. Our — 
policy is quite clear and definite. a 

Q. I was asking for your opinion as a labour leader?—A. We have stated — 
our policy. a 


By Mr. Brown: : a 
Q. Your general policy is that you do not object if the employees do not — 
have to pay?—A. That is right. zi 
Q. You do not care if you get something you do not have to pay for?—A. We > 
said that if an industry saw fit, at the end of each year, to invest a certain © 
proportion of its profits into a pension scheme for the benefit of its employees, — 
then it is the industry’s business. 
Q. That is what I meant by something for nothing —A. Right. 
Q. You have no objection to that? 


By Mr. Knowles: | z), 
Q. But you are not admitting that it is something for nothing?—A. It is _ 
contributory—there is no doubt about that. a 


By Mr. Ferrie: | 4 

Q. If a firm is going to give a pension, whatever it happens to be—you 
know the way they work on these matters—there is so much profit, so much 
a pound for material, “and you know that. If the pension is added to the 
commodity, then, as I said before, somebody has got to pay twice?—A. That 
is correct. +) 
Q. Then why do you ask the primary producer to pay twice?—A. Of © 
course our organization is not asking that. 4 
Q. Well under this scheme it is? 3 


Mr. Larne: You can beat them by not owning a car. 
The CuatrMan: Shall we move on to page 4, the question of age? 


Mr. Cannon: Are we allowed to take the question of age with the question 
of amount? . ee 


The Cuatrman: We can take both of them together. 


By Mr. Cannon: 


Q. On the question of age, the basis of the su ion di 
; | ) s ggestion of the Trades and - 
Labor Congress is $60 a month at age 60 for women and at age 65 for men. 
. I am going to suggest that there have been certain objections in the briefs. 
submitted to us. I am not expressing them as my own opinions but I would 
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like the witness to give his reaction to them. What do you think, Mr. Cushing, 
of the objection that by paying a pension of that amount at that age, it would 
be placing an undue burden on the population of working age to take care of 
those who were over working age?—A. Of course, in our estimation we feel 
that 6 per cent is not too high a burden on the income of Canada at the present 
time. Now, if we were asking for $75 at age 65, it might conceivably at this 
particular moment be too heavy a burden. 

, Q. That is based, in your brief, on an estimated national income of $13 
billion? 

The CHarrMANn: Well, you are going ahead to financing. 

Mr. Cannon: It is very difficult to divide these things into airtight com- 
_ partments. 

The CuarrMaNn: All right, there will not be any rules just here—I am in 
_the hands of the committee. 


By Mr. Cannon: 


Q. The witness answered that at the present time he did not think it was 
an undue burden. I will get right on to my question without preliminaries, 
but that statement is made assuming the national income remains at the level 

it has reached now?—A. Correct. 

___ Q. But if it went down do you not think that $7 million might not be an 
undue burden?—A. Conceivably, yes. That is why we suggest that any 
national scheme would have to be reviewed periodically by the government: 
However, I do not think that the citizens of Canada should bear. the thought 
that our national income is going to be reduced. I think we should-look forward 
to it increasing. The labour movement, for one, and possibly many others, will 
be knocking at the door for increased pensions on account of the increase in 
national income in years to come. 

Q. Let us hope that is what happens. Your answer there is that you do 
not expect any decrease. 


Mr. Wismer: Apart from these periodical ups and downs which we have 
‘in our economy, and which I presume that the honourable member is thinking 
of, the long term national income is up. As we steadily increase productivity 
and population we have, in the long term, increased our national income. Tf 
you then provide for periodic consideration of the amounts of money you are 
asking to be paid into the fund for pensions, and of the amount you are 
prepared to pay out in pensions, you would be keeping that in mind. My idea 
is not to make your changes-down—you should make them up. 


By Mr. Cannon: 

| Q. My next question is do you not think, and it has been suggested, that a 
pension of that amount and at that age would give pensioners a purchasing 
power disproportionate to that of the population as a whole? The figures that 
have been indicated by the Minister of Finance in his budget show that the all- 
Canadian average spending on goods and services was $65 a month for 1948 
and $60 in 1949. If these people had $60 at the age of 60 or 65, do you not 
think that might give them a purchasing power disproportionate to that enjoyed 
by the population as a whole—and I mean at the present time——A. Does not 
that report from the minister deal only with the essentials of life—and if they. 
are spending $65 or $68 a month now, then our proposal is not very far out of 
line. | 

Q. I do not think it is essential; I think it is the average?—A. $60 per 
month is considerably below the average labour income at the present time. 

Mr. Smirn: Is it below the average income of all individuals in the country 
or the working population? 
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The Witness: Of the working population, yes. a 
The CHarrMan: You must not take $60 if you are talking about the work- 
ing population—you must take something between $120 and $60 for married 
people—because you have both married and single people. ma 9 
The Wirness: Right, but to answer the question, the last statistics for the | 
labour income of Canada show an average of $108 a month and that was for 
October of last year. That is taking in everybody from the age of 14 to the end 
of their working days. 


By Mr. Smith: 

Q. That is not the average for the labour force?—A. That 1s everybody, — 
farm workers and everybody else. A boy of 14 years of age as of last October — 
was earning $108 a month. We are saying that it is not out of line for a man | 
65 years of age to get $60 in the light of that $108. - 
Mr. Cannon: Naturally that is a general average and it is brought up con- — 
siderably by the earnings of those in the higher brackets. This pension you are — 
suggesting is for everybody, not industrial workers but for farmers and everyone. — 
It has been suggested that in the experience of a lot of members of this House ~ 
and of the committee that farmers do not, as a rule, get as much as $1,400 cash 
a year. They live off their farms and they do not have that amount. So, if a 
farmer and his wife were both on pension they would get, according to your ~ 
suggestion, over $1,400 a year. 


The CHarrMan: In cash. 


By Mr. Cannon: 


Q. Yes, in cash. Do you not think that at least that class of Canadian — 
citizen. would have purchasing power out of proportion to that of the rest of the 
population? It would put them in a position undoubtedly better than that of | 
others?—-A. Well, this farmer at age 65 cannot produce as much on his farm ~ 
as he produced at age 45. He should have a larger purchasing power in dollars 
to offset some of his lack of producing power. I admit that the average national 
income of the farmer is not as high as $60 because the production on his own 
farm offsets that. 7 
_ Q. On the other hand the farmer continues to live on the farm and the farm ; 
is continuing to produce, perhaps by the work of his sons and their families. 
However, there would be a farmer, who, in the ordinary circumstances up to 
now, would be dependent upon the production of his sons and daughters and who, - 
if we had this old age pension, all of a sudden would have $1,400 a year. Do 
you not think that might be bad?—A. It might be a good answer to say that it— 
might then take considerably more money, to pay for additional help on the 
farm, to produce what the farmer used to produce. 

@. Another point which has been submitted is. that such a high pension 
would tend to stimulate the withdrawal of individuals from the labour market 
at a time when they were still able to produce and add to the national wealth 
of the country?—A. That is quite possible, to a certain per cent, but I think 
our national employment service authorities particularly over the last two years 
—over the decline of the war labour force—have found it increasingly difficult 
to secure employment for aged people. They continue to advertise and solicit 
help of industry in the direction of employing aged people so I do not think that 
we need be too concerned about their withdrawal from the labour force. The 
problem right now is to try and get jobs for those aged people. 4 

Q. You do not think that is an important objection?—A. I do not think so. . 
e hee CuarrMAN: Your pension would not be subject to a retirement condi- 

ion { 


is 
a 


4 
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The Witness: No, the abolition of the means test would mean that it would 
not be subject to a retirement condition. 

Mr. Brown: It says on page 6 that you advocate $60 a month to all persons 
65 years and over, without a means test. That is, everyone regardless of income 
and resources would get $60 a month. 

Mr. Cannon: Before I finish I just want to thank Mr. Cushing for answering 
my questions. As I stated at the beginning I was repeating objections which 
have been made and I was not expressing my own opinions. 

Mr. Suaw: I take it the $60 was arrived at purely in the hight of present 


_ day living costs? Is that correct? 


The Wirnsss: Yes, in two ways. Answering the other member’s question 
too, it is considerably lower than the national individual average and it might 
be considerably higher for married couples who would receive $120 a month. It 
could fluctuate, there is no doubt about that. 


Mr. a I was going to ask you whether you believe the amount paid 


per month should fluctuate up or down as the cost of living fluctuates? 


Mr. Wismemr: I just wish to refer to page 5 of the brief, the last sentence 


_of the first paragraph, which says: “However, we recommend that the monthly | 
_ payment of old age pensions to all citizens of 65 and over be set at the highest 
_ possible rate, and, in our opinion, this should now be $60.” 


After all this is on the basis of the labour movement’s feeling of what living 


costs are and what they have to meet themselves. 


Mr. SHaw: Can I take it that you would not be in favour of the pension 


falling below $60 a month at any time? 


Mr. Wismer: Not on the present living costs. 
Mr. Suaw: Of course that gets back to my previous question that if the 


cost of living index over a period of say three years should fall 25 points, would 
- you agree that the basic pension—I will refer to your plan in such a fashion— 
- should be reduced? 


Mr. Wismer: Well, if we could get a good index of what the living costs 


~ really are, then I think we could get around to having a fixed payment such as 
a pension being moved against the cost of living index, but that is not feasible 
in the case of any cost of living index that I have ever seen. 


Mr. SHaw: Well from your computation to diate—on this so-called unreliable 
index you have taken as the cost of living—whether you agree with the Bureau 


of Statistics or whether you do not, you have said $60 a month. I am asking 


> 4 
a 


whether you agree that this basic pension should be decreased below $60 a month 


for any reason? 


The Witness: I would say yes, under a proper survey of the cost of living, 
if it could be justified that the cost of living had decreased so that there would 


be no hardship worked on aged people; then I would say the government would 
be justified in decreasing the old age pension. Likewise they would be justified 
in increasing it if the cost of living went up. 


"9 


r. 


fi 
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Mr. Suaw: Then the question logically follows: What would you do under 
a contributory scheme in handling the levies imposed upon people when you 
have ‘a fluctuating scale? Do you think it is administratively possible, without 
tremendous cost? 

. The Wrrnzss: I think so. The administration cost would increase materially, 
there is no doubt about that, and I do not think it is possible to operate a 
scheme that would fluctuate and wherein the benefit would change every three 
months or every six months or every year. I think there ought to be @ period 
- of say two or three years without adjustment. I think it would be possible then. 
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By Mr. Knowles: ? “a 

Q. In other words you would not want it written in the law that the | 
adjustment was to be made automatically as the Dominion Bureau of Statistics — 
- figures showed increases or decreases?—A. No, no. . a 
Q. But you do not rule out the situation that at some future session of — 
parliament conditions might have changed to the point where those changes — 
might have to be carried into the Act.—A. We have said that. : 
Mr. SHaw: May I ask the witness then, in the light of all that, whether he — 

can agree that probably a lower fixed basic pension might not be advisable as a — 
starting point, with revisions upward; that is a basic pension that we likely ~ 
would be able to carry on in all economic circumstances which we are likely to © 
encounter? . 4 
Mr. Wismer: I would like to interject that these considerations, in my — 
mind, sir, are possible when you have something nearing an over-all security — 
program, when many of the adjustments for areas and for different classes of — 
people can be taken into account in the over-all scheme. Then you can look ~ 
at what you can do with any one scheme, but, just to say that old age pensions — 
should be set at a low enough rate that it would be able to go on indefinitely, — 
~ regardless of fluctuations in economy to my mind is unfair. 4s 
Mr. Suaw: I am always careful to set a figure that we are not likely to 
have to cut down on. I think it would ‘be dangerous in the extreme, and if I © 
was associated with the government as a part of it I would be extremely anxious — 
to set the figure so that every move would be upward, without any possible — 
move downward. I can envisage a cut in the basic pension of $60—not that — 
I am saying it is too much for a person in these days of high living costs. . 
The Witness: My comment would be I can see no more harm in a reduction - 
than in an increase. I certainly think it would be more beneficial for the © 
over-all scheme to start at a reasonable level rather than to start at a low level. — 


Mr. Suaw: I did not say that it should start at a low level; I suggested — 
possibly a little lower level. , 
Mr. Knows: A low level was started in the ’20’s. 


The Wirness: Anything less than $60 would be a low level as far as the — 
labour movement is concerned. a 


By Mr. Ferrie: 

Q. Do you think that $60 a month would have a material effect. on the 
over-all scheme, in the minds of all people of Canada? In taking any over-all 
scheme of social security, do you think $60 a month for old age pensions in the 
first place could be afforded? Do you think the country would be able to 
stand $60?—A. We say they could. ae 
Q. In the over-all scheme?—A. Yes. 


Mr. Brown: You make the statement on page 6. 


The CuatrMaw: Before going on to the financial part may I ask one question 
on age. It follows the general question I asked before, regarding whether a 
pension would be paid even if the worker did not retire. Have you: given any 
thought to a system under which payment of benefits would be subject to the 
condition of retirement say from age 65? Let us take the age you mention 
here—and, if the worker does not retire but goes on contributing, when he 
retires at 68, 69 or 70, he gets an increased benefit? a 


Mr. WisMeEr: Well, Mr. Chairman, we have noticed that there are a lot 
of such schemes in force in the world. 


‘The Carman: That is why I am asking the question. 
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Mr. Wismer: Is it not also true where such schemes are in effect there is 
’ also something in the nature of a shortage.of labour and there is a need to keep 
men and women at work beyond the age of 65? Outside of wartime I do not 
know of any time we have that condition in a new country like Canada. 
The CHAIRMAN: Do you not agree that socially speaking it is a good thing 
for the worker, in some cases, to be encouraged to work past 65? 
Mr. Wismer: Socially speaking, yes. 
The CuHatrRMAN: You do agree that socially speaking it is a good thing that 
a worker be encouraged to work beyond 65. However, there is a danger— 
Mr. Wismer: There is a danger and it 1s a very great one in Canada now. 
A lot of men over 40 are not able to get work. 
Mr. MacInnis: What is that? 


Mr. WismeEr: It is very difficult, if you are over 40 today, to get a job 
in industry. One of the reasons is that you cannot get in under the pension 
schemes. 

Mr. Larne: Yes. 

Mr. Wismer: The other reason is that there are young people coming along 
in their 20’s and 30’s who are a little more active and who, if they were loyal 
to the firm, could stay with it much longer. Surely, if we are going to think in 
terms of asking a man to stay on ‘beyond 65 and put a rider on the pension, 
then we have got to put something on industry to make them employ men 
over 40. At forty, today in Canada, you are almost ready for the old age 
pension. 

; The CHAIRMAN: Well one portion of the working force is employed at an 
age which is over 65, and a lot of self-employed go on working after age 65, but, 
since the only part of the working population that is destitute or permanently 
out of a job—the crippled, and the prematurely aged—between 65 and 70, do 
you not believe—and it is not my opinion I am expressing—_that what 1s required: 
1s a means test pension from age 65 to age 70, and a universal pension from 
70 and over. Do you not think that would be the answer to the problem? 

The Witness: Well I do not think that the labour movement would ever 
agree to a means test pension between 65 and 70. It might agree to some retire- 

ment provision between 65 and 70. 

The CHAIRMAN: Suppose the means test would be liberalized. 

Mr. Know ss: That is a small “l’? 
~— Hon. Mrs. Fauuis: Like everything else today. 


The Cuarrman: For instance, a man could receive a small pension of say $30 
from the C.P.R. or the C.N.R. If he could still receive that as well as the full 
benefit under a means test, would you have to review your opinion? 


i Mr. Knowtsgs: Is the chairman talking about this so-called liberalized means 

_ test applying in the 65 to 69 bracket? 

The CuHarrMAN: Yes. Would you have to review your opinion? 

} Mr. Wiser: I do not think that either of us wish to say anything here that 

| the labour movement has not considered. I think probably you would find that 

| most working people are of the opinion that they do not want a means test of » 

_ any sort. 

The CHarrRMAN: I agree. 

Mr. Know.es: Good, the chairman agrees. 

The Cuarrman: I agree they say that. 

| Mr. Knowtes: Oh, I thought we had won the day. 
. The CuarrMan: I agree that some of them say that. 
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Mr. Ferrie: You say right off the bat that we should do away with the 
means test but we have not got anything to put in its place? 
Mr. Wiser: I think you would find the labour movement prepared fo dis- 
cuss a retirement provision in regard to people in the ages 65 to 70. 
Mr. Cannon: For medical reasons? 
The Cuarrman: No, delayed retirement to increase benefits. 
Mr. Cannon: I thought the witness might have meant to have medical exam- | 
ination in place of a means test. 
The CuarrMan: I do not believe that you got the point exactly. If a man — 
delays his retirement he does not get a pension and he goes on contributing but, 
when he retires, he has increased benefits. 3 
Mr. Cannon: I was thinking of another angle. It has been suggested that 
between 65 and 70 old age pensions should be paid not on the basis of the means 
test but on their physical ability to work. Those unable to work would get a 
pension. 
The CuairMan: Yes, but that would not cover people who were physically 
fit but out of jobs—because they would not be employed. 
Mr. Buatr: May I ask a question? Why choose age 65? | 
Mr. Wismer: We have chosen age 65 because a very large number of work- 
ers nearing or at age 65 would like to retire then, and it is also the age at which — 
most employers would like to have them retire, since that is the age they set for 
retirement. . 
Mr. MacInnis: Including the dominion government? | 
Hon. Mr. Doone: When you used the word “liberalize” did you mean that 
earning limit might be enlarged? a 
The CHairMAN: Not only that but other features:—income limits, property ~ 
ceilings, and so on. 
Mr. MacInnis: I think this question of persons working after reaching what 
we generally call the retirement age of 65 is important: I do not think that, 
it can be answered by saying that you are in favour of it or that you are opposed 
to it. I am interested in a retirement age of 65, because I am over that and 9 
do not want to retire. 
The CuairMANn: Your electors refuse to let you. 


Mr. MacInnis: It is not particularly because I like working, but I do not 
want to retire. Suppose we got into a period of depression or of considerable 
unemployment, does not your experience indicate that there would be a strong 
demand for the retiring of older employees, particularly if they had reached 65, 
in order to take on young men who were deteriorating because of lack of 
employment. 

The Witness: That definitely happened in the ’30’s. 


er CHAIRMAN: But your brief is presented on the basis of the present situa- 
tion? 


The Witness: Yes. 


Mr. MacInnis: You have not made any suggestion in your brief as to 
retirement age, except that for pension it ought to be 65. 


The Wirness: We did not say anything about rarer in the brief. 


Mr. Asupourne: Mr, Chairman, I was wondering if the witness would lie 


to state how much, in his opinion, the percentage or figure for the present cost 
of living index is out of line? 


The Wirness: No, I would make no comment on it. 


r 
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Mr. AsHxBouRNE: The other gentleman with you commented on it. He said 
a something about if he could get a satisfactory index—or that it was out of line 
to a degree that it should not be. 
Mr. Wismer: I am satisfied, and I know a great number of other people who 
attempt to set wages or income levels i in relation to a cost of living and income 
_ indexes, think that it certainly does not seem to fit patterns of buying that have 
been established. People are not doing the same things today that they did fifteen. 
years ago and, to quote the Minister of Agriculture of Ontario, they eat a lot more: 
~ meat, a lot more eggs, and a lot more protein foods and so on. ‘They have changed. 
their way of living, and I am satisfied—and this is my personal opinion because L 
- do this sort of work but it 1s the opinion of other people too—that it just does 
not fit these changes. If you are going to say that the cost of living has been 
fitted to carbohydrate living but now you are in an era of protein living then 
_ there is something wrong with your index. Certainly these things have happened. 
The cost of living was set at 1939, and, in 1941, we said that you could in- 
crease your bonus and wages 25 cents a point. If you add up all the increases 
since then, the wage level at which you could afford to buy things and keep up 
with the cost of living, as a minimum, would be well over $1 an hour. Now that is 
not so. It means that the incomes of people, to match the cost of living today, 
_ would have to be far higher than the figures show they are. It is considerations 
of ithat sort 'that make me hesitate to say that you could fix a pension payment 
on a fluctuating index of that sort. We are not suggesting that the Dominion 
Bureau of Statistics makes a false survey or gives false figures. 
5 Mr. Know.ues: But the index does not fit the experience of the average 
housewife. 
Mr. Wismer: Yes, and just to elaborate we have asked the government of 
- Canada, for about five years now, to revise that index. I believe that in other 
countries revisions are under way. It is ‘a big job but we believe, as someone 
said, the index does not indicate what happens at home. 
The Witness: To be a bit more specific on the particular question, when the 
* Dominion Bureau of Statistics says that the average rental being paid for homes 
~ in Ottawa at present is $35 to $39, then we think that 1s away out of line. When 
they say that the average rental in the city of Toronto is $36.50 to $40, as of 
February this year, I think you will agree they are away out of line? 
The CHArrMAN: Do the figures include heat? 
The Witness: No, it does not include heat. 
Mr. Brown: What has it got for Windsor? 
The Wrrness: They say you can rent a house in Windsor for $28.50 to 
~ $32.50? 
Mr. Brown: Then I agree with you. 


The Witness: That is why the labour movement says that the cost of living 
is out of line. It is most difficult for an independent private agency, a labour 
organization, to go across the country and take an index the same as the Dominion 
‘Bureau of Statistics does it. We cannot say that the dominion index is 20 per 

cent out of line or 40 per cent out of line, but we can certainly be specific and 
give examples, such as we have here today, to show that it must be out of line,, 
and that it is not in the true sense a reflection of conditions as they are today. 
Mr. Ferrie: Suppose there were two persons, a man 63 and his wife who has: 
just become 60. Would you a advocate that if the man were earning his full wage: 
and doing a steady job all the time that his wife, on becoming 60, should have: 
_ that pension? 
| The Witness: Yes, because you will find many times that a husband will be: 
_ 65 and yet a wife will be 55, and they are expected to live on $40 a month at the: 
present time. 
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The Cuamrman: I do not quite follow you when you say 65? . 
The Wirness: Excuse me, when the man is 70, I should have said. That is _ 
why I think wou will find ina number of submissions people say that we are dis- 
criminating against the feminine sex by reducing the age five years, but I think 
for the average married couple across Canada there 1s a range of five years or. 
three years difference in age. oa 
The CuHarrMaAN: It would average three years. a 
The Witness: We estimate that men are on an average five years older than 
their wives. : 
Mr. Knowues: You also have to consider widows and spinsters and the gen- 
eral figure shows that they become needy, generally speaking, about five years | 
earlier than men. Also, all women are not wives. . ; 


By the Charman: : 
Q. The other day we had as a witness Mr. Brace, the chairman of the — 
executive committee of the Canadian Chamber of Commerce who said that 
industry would have to revise its ideas about retirement age so as to employ 
more people over the age of 65. Would you comment on: that?—A. The | 
national employment service has been trying to tell them that for about two 
years. ? 
Q. Yes, but would you comment further?—A. The problem at the present 
time is the employment of elderly people because the labour market will not 
accept them. That I think is why there should be a reduction in the age to- 
qualify for pension benefits. 4 
Q. That would not help in obtaining a revision of the ideas of industry?— © 
A. Possibly not but the national employment service has been trying to revise 
their ideas for two years and they have not made a success of it yet. ‘| 
Q. You agree that it is a serious and difficult question?—A. Yes. I think 
if there were a national pension plan in effect it would solve a lot of those 
problems. Admittedly there are a lot of people young at 65 and who would 
desire to continue working, but the vast majority of the population which 
reaches 65 would be desirous of retiring. ‘4 
Q. I am not so sure of that. From the social aspect Mr. Wismer agreed 
that it is a good thing, socially speaking, that people work after 65 if they are 
physically fit to do so. “a 
Mr. Laine: They become self-employed? 


Mr. Wismrr: May I throw out a suggestion to you. If we provide old age ' 
pensions of $60 at age 65, which meant as of right every man and woman reach- 
ing that age— 3 

The CHatirMAN: —without any retirement condition? | “- 


Mr. Wismrer: —without any conditions, every man reaching that age 
would at least know he had that much money to live on. He then could do 
things for himself rather than be locked against machines as so many of our 
workers have to be. Rather than get involved in the very complicated business 
of saying that if you do not retire you can get 2 per cent more at age 68 or 5 per 
cent more at 70, we should spend a little more time thinking about how we can 
encourage the people to become useful citizens on pension. : 


By Mr. Ferrie: 


Q. Just one more question: do you think that the this 
re : | young people of th 
country would be willing to do what you ask to carry that load?_At Our peo- 
ple have said yes and they have said it repeatedly. a 
Q. They have said it at your conventions?—A. Right. 
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The CHarrMAN: But had you spoken of that figure of six per cent at the 
time? 
The Witness: I would say this, that the delegates to the national conven- 
tions of the labour movement are pretty conscious of economics; they under- 
stand what they are doing when they pass a resolution. Our organization has 
been on record for a number of years for a contributory plan of social security. 


Mr. Brown: On page 6, you say the cost would be approximately $120 
million. The present revenue from imposition of income tax is what, $600 
million? 
The CHatRMAN: About $630 million. 


By Mr. Brown: 


Q. In other words, you would have to double the income tax revenue. 
- Now, further down on the page, the next paragraph: 


Before assessing this cost against personal income, it would be neces- 
sary to remove certain incomes from the total shown above. These 
deductions in our opinion, would amount to approximately $2,500 million 
leaving a national total of assessable personal incomes for the purpose 
of Old Age Pensions of $10 billion in 1949. | 


And then you go on— 
A six per cent social security contribution on this total would provide 
a revenue of $600 million. 


In other words you would have—I want to comment on the word “assess- 
able” there—you would have the same exemptions, would you, as there are 
today?—A. For income tax purposes? 

Q. Yes—A. We say this: the best way would be to use an example of a 
married man with a $3,000 income. He now has an exemption of $2,000, pro- 
vided he has not a family. He would pay six per cent towards the old age 
pension which is $180 on $3,000. He would pay it on the total sum and that 
would be a direct percentage. F 
4s Q. If he has a $3,000 income he would be assessed on the $3,000 at six per 
‘cent?—A. Correct. 

| Q. In other words he would pay $15 a month with no exemptions?—A. That 
ds right. { 

Q. If a person then had an income of $1,500, he would pay the half of that, 
namely, $7.50 a month?—A. Let us use the other example, a married man with 
‘an income of $2,100. Normally, he would pay six per cent on $2,100, which 

would be $120 a year. His present income tax exemption is $2,000. He would 
not pay below his present income tax exemption; in other words in the case of 
the man with a $2,100 income, his contribution to old age pensions would be 
$100 and nothing more. 


The CuHarrMan: I would like to be clear on this matter. This $10 billion 
- figure does not take account of the exemptions, because if you exclude exemp- 
_ tions the figure goes down. 
Mr. Wisme_r: I think Mr. Cushing was a little too liberal in his exemptions. 
The CHarrMan: I think he was. 


ia Mr. Wismer: I think you will find that we pay income tax now on some- 
where around $7 billion. That is the declared income, somewhere in that level, 
or it was so in 1948. I got it from the national revenue people some weeks ago. 
While we have not said that you would get exactly the same exemptions for 
Income tax, we have said for a reasonable compromise and to get a reasonable 
Scheme that it has to be geared to the income tax machinery. Now, in arriving 
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at this $10 billion there was no question that the figure of $124 billion was set 
out in the budget paper as personal income; there is the present old age pension 
payment and that type of thing; and there is also in there the incomes: of people 
who never will be able to pay any money for their old age, they do not make 
enough money, they live from day to day. | mo 
The Cuamman: Could I put a series of questions, Mr. Brown? ~ q 
Mr. Brown: I am just in the midst of a series of questions myself. 


The CuarRMAN: Go ahead then. 


By Mr. Brown: q 

Q. I am trying to find out about this $3,000 income of this man, whose 
example we used. You say he would have an exemption of $2,000 but he would | 
have to pay six per cent tax on the whole $3,000?—A. That is correct, that is_ 
the answer. a 
Q. But if he drops down to $2,100 he would only have a tax of six per cent 

on $100?—A. I said six per cent of $2,100, which is $120. ; 
Q. Fine-—A. Which would drop him down below his exemption, wouldn’t — 

it? So that his contribution to social security would be $100. In other words — 
we do not propose that the income of anybody should be dropped below the 
present exemptions. 4 
Mr. MacInnis: Because of the tax. 
The Wirness: Because of the tax. | 
The CHarrMAN: There would be a notch there. 
The Witness: There would be a notch on the single man with $1,000 
exemption; if he made $1,050, his contribution to social security should be si 
per cent of $1,000, which is $60 annually, he has only $50 over his present income © 
tax exemption so his contribution would only be the $50. You could not drop 
him into the $1,900 class. : i 
Mr. Weaver: I would like to get this correct, Mr. Chairman. You mentioned 
adjusting the present exemption to fit in with.this figure. Am I correct in 
understanding it this way, that you would reduce the exemptions until the taxable 
income equalled $10 billion and then work from there, is that a reasonable 
assumption? ae 
Mr. Wismer: I think you will have to look at it this way: we are not 
asking that the present income tax exemptions, be lowered, we are not talking 
about that, we are talking about an income on which you can reasonably assess 
six per cent to provide what is eighty per cent of the total pension estimates, 
and you have got to move down from the top, down through a scale of personal 
income until you can find that amount. ul 
The CuairMan: That is for social security taxes only. 


Mr. WeAveER: Now, as far as the income tax structure at the present time is 
concerned, you would not recommend any change in that at all; you would 
not recommend any change in the married exemption nor in single exemption. 
That is clear, is it not? q 

Mr. Wismer: But allow this to be calculated under the same form. 

Mr. SHaw: Mr. Chairman:— 


The CuarrMan: Is your question on the same subject, Mr. Shaw? j 
_ Mr. Suaw: Yes, the witness states that the six per cent levy on $10 billion 
will provide $600 million, that is working on the theory that you can collect 


every dollar. What do you think the percentage might be in order to realize 
$600 million? B 


Mr. Wismer: On labour it will be 100 per cent. 
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By Mr. Shaw: 
| Q. But labour does not make up the entire population—A. That is a 
question that should be asked of the National Revenue department. 

Q. You,say that you are going to raise $600 million in a certian way, but 
$600 million has never been raised yet by a government by a six per cent levy 
on $10,000 billion, so I suppose you are going to have to add a certain percentage. 

Mr. Wismer: But is it not covered in the rest of the story, that the balance 
between $600 million and $720 million or whatever portion of $600 million you 
think you can collect by a six per cent levy on $10 billion has: to be made 

out of the general revenues. 


‘ 


By Mr. Shaw: 

Q. You are saying that whatever part of the levy you do not raise by the 
six per cent you take out of the general levy. That leads me to another question: 
what is your objection to taking it all out? You have taken a rather firm stand 
in the support of this so-called direct contributory system?—A. We said some 
time ago that we condoned private pension plans but we do not approve of 
them. We condone the present way of raising funds for pensions, but we do not 

- approve of it. They are raised by indirect taxation at the present time. We 
are ready to continue that for the time being, but you are contributing a 
certain portion of your earnings to social security for Canadians and the day 
might come when all of it would be by a direct scheme. We estimate at the 
present time, however, that some of it would have to be raised by the present. 
plan and we condone that plan, we do not approve of it. 

Q. Has the labour congress or any of its affiliated bodies petitioned the 
government within the last couple of years for higher exemptions under the 
Income Tax Act?—A. Yes, they have, every year. 

@. But you are computing this on the present basis?—-A. We must compute 

it on the present basis because that is what we are living under. 

The CHAIRMAN: You do not mean that the figuring in your brief is computed 

on the present basis of income tax’exemptions. It cannot be, because you have 
taken that $10 billion figure which is the overall figure and you have taken a 

straight six per cent of it without taking account of any exemptions that could 
be awarded. 

Mr. Wiser: I think that is important, Mr. Chairman. 


Mr. SHaw: They have definitely worked on $1,000 and $2,000 because they 
say they will bring no one below those figures. 

The CHAIRMAN: Pardon me, while I ask Mr. Wismer a question. A few 
moments ago he said if the present income tax exemption levels remain where 
they are, he would favour a reduction of the income tax exemption levels, 
for ey security tax purposes only and my question is how far below would 
you go? 

Mr. Wismer: Well, I would answer the question in this way. As Mr. 
Cushing has said, there is no doubt but that all through the labour movement 
we would like to be able to finance it without having to drop below the present 
exemption but you_have to raise personal incomes that you have, and you 

will start at the top with this six per cent and you have to drop it down 
until you get six per cent of a figure that will produce eighty per cent of the 

‘pension payments. Where that comes out at I do not know, but that is at the 
very lowest level of incomes that you can possibly assess it. 


The CHarrman: That is why your figuring of $600 million in taxes from 
a total income of $10 billion is a bit high because you are taking six per cent 
of every dollar of the income of Canada. 


~ 
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-soever under the income tax. 4 
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Mr. Wismer: No, I am taking six per cent of— 
The Cuarrman: $124 billion? ae 
Mr. Wismer: No, I am taking six per cent of $10 billion, not $124 billion. - 
The CHarrman: Yes, but this $24 billion you have subtracted is for 
family allowances, old age pensions, widows’ allowances, war pensions et cetera. 
You have taken away that figure of $24 billion and you are leit with an over-all - 
possible amount of income on which you can tax of $10 billion. a. 
Mr. Wismer: I do not think the figuring is done that way. | 
The CuHarrmMan: Well, I enquired from the proper authorities and that is — 
what I was told. 
Mr. Wismer: I could direct your attention to a survey which was made- 
by the Dominion Bureau of Statistics for the unemployment insurance advisory — 
body, and their figures were for only three-fifths of the labour force, but that — 
includes every working person, self-employed or otherwise, in the country, and — 
it indicates that eighty-five per cent of those people earn $21 a week or more. 
Now, the interesting thing is that the figures which are available from the 
Dominion Bureau of Statistics and the Department of Labour on the labour — 
force and the figures which are available in the Department of National — 
Revenue do not jibe. 4 
The CuatrMan: Yes, but you will agrée that the one from the Department — 
of National Revenue is the practical one you have to accept. ‘a 
Mr. Wismer: Except that raises the question that they do not get all the 
taxes. } 4 
The Cuarrman: That is a fact that we have to take into account. [ 
Mr. SuHaw: Occasionally I become very badly confused, but a moment — 
ago the witness said that if a man had an income of $1,050, they would impose — 
a six per cent levy but they would not bring his income below $1,000. Then — 
a moment after that he said you have to go as far as necessary to raise the 
gross amount of money necessary to finance the scheme. Now, I cannot fit — 
the two things together. 4 
The CHatrMAN: The first one was an example. If we keep the present 
income tax levels that is the way it would work; it was an example of the © 
notch system, but they say on the other hand, that that figure is only an 
example. : 
Mr. SuHaw: What they are saving then, in effect, Mr. Chairman. is’ that 
under their proposals eventually their aim is not to have any exemption what- 


D 


\ag 


The Witness: I think you will find this, that your $24 billion that you are — 
estimating will cover a large proportion of your present income tax exemptions. 
Now, you have listed many others, widows’ allowances, family allowances and 
so on. They are in a number of cases included in the income tax exemption 
already. | 

The CHarrman: I cannot agree with you. You just mentioned a few 
moments ago that the figure for taxable income from the Department of 
National Revenue was $7 billion. j 

Mr. Larne: It is seven minutes to six now and we will soon be adjourning. | 
Mr. Chairman, could we skip over these items for a moment. I just want 
to mention something that struck me because this is the first brief I have seen. 
in which reference has been made to the housing préblem in respect. to this. 
subject. I feel that in our city of Vancouver many of the problems of old 
people have to do with a lack of housing accommodation. I believe the crowing 
up family displaces them or the house deteriorates to an extent that it is not 
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habitable. I think that housing is an extremely important element in old age 
security. I do want, however, to compliment this organization on what I 
think is one of the important aspects of their brief. 


By Mr. Brown: 

Q. Would you say that a person with ‘an income of $2,000 or less would 
not be making a contribution, would not be taxed—I mean a married man?—A. 
No, sir, under present income tax exemptions. 

~ Q. Well, there are a large number of married men who have incomes of 
$2,000 and less, are there not?—A. Yes. 

Q. Then, as I see it, would this be a contributory scheme that you have 
got? They would not be making a contribution—A. It certainly would be 
non-contributory from a person of that type because can anybody reasonably 
-ask that a married man earning less than $2,000 should contribute? 

The CHarRMAN: You are not agreeing with Mr. Wismer there. 

_ Mr. Wismer: I do not think there is any basic disagreement between us. 
What we are talking about is that the labour movement would prefer that the six 
per cent levy could be made on enough income before we got to the present income 
tax exemptions. 

The CHAIRMAN: But, it cannot, as you know from your own figures. 

Mr. Wiser: I think we should dispose of that argument now. That is the 
first thing. That is what we prefer, and all that I said was you still have to 
finance eighty per cent of the scheme from open personal contributions; you may 
have to go below that to— 

Mr. Brown: You have to raise $720 million. 

The WiTNEss: You may have to go to seven per cent. We have estimated 
it at six per cent. That is an estimate. In figuring on an overall scheme like 
this it may be quite conceivable that it would have to be six and a half per 
cent to raise the eighty per cent, it might have to be seven per cent. So I do not 
think we had better fix our sights too closely on the six per cent. We hope that 
that will be possible and that is our suggestion that it should be possible. 

Mr. Wiser: And, Mr. Chairman, I think it is also very important to recog- 
nize in our suggestion that twenty per cent of it approximately should be 

financed from general revenues in order that in effect everybody then does 
contribute. 


By the Chairman: 
Q. Would you rather favour an increase in the rate of contribution from six 
_ per cent to seven per cent or eight per cent than the lowering of the exemption 
levels for the purpose of social security tax only?—A. An increase in the contri- 
bution? Right. Our organization has been very emphatic on the minimum. 
~  . You would rather keep the exemption for social security tax purposes on 
| the same level as on income tax purposes and increase the rate of contribution. 


By Mr. Smith: 

Q. I have just two questions. When you suggest that this scheme would 
cost $720 million, have you taken into consideration other parts of social 
security? I am thinking of health and security for crippled people at a much lower 
age. Have you taken into consideration what effect this large amount of money 
would have on establishing other branches of social security?—-A. I said some 
time ago that we have not been too specific on this submission, believing this 
committee was dealing only with old age pensions. Our organization estimates 
twelve per cent for an overall social security plan. Whether that day will come I 
do not know, but we hope it will. 


Ne 


780 JOINT COMMITTEE } 
Q. The second question I would like to ask is: in this part of the brief 
only you said that you have an idea this can be paid for by a six per cent 
tax on all salaries and wages. Has that been brought to the attention o 
delegates who passed the resolution back of this brief? In other words have the 
delegations from any company known and realized that if they want this it 
would cost them about six per cent of their income?—A. As I said some time 
ago the delegates to national labour conventions are pretty conscious of their — 
conditions and economic problems. They are aware that under private pension ~ 
schemes they are contributing anything from five to eight per cent and T would — 
say while it might not have been specifically stated on the floor of the convention — 
I am sure that every one of them realized it would cost them five or siX per | 
cent of their income on a contributory scheme. Since this committee has been — 
established it would be interesting to watch our national convention this fall 4 
when we will be able through the efforts of this committee and with the statistics — 
that have been brought out to say to our people, here is an estimated cost. | 
Q. This brief has gone out to the branches and the individual unions?—A. I | 
would say that together with this brief which has been sent to our organizations, — 
we also prepared an additional review and table on social security and what it — 
costs, and four pages of statistics went along with the brief to let them know just. 
what the problems are. f 


Mr. Cannon: I have a very short question. The basis of your reasoning is — 
$10 ‘billion taxable national income. Now, in connection with the limit of 
exemptions, supposing we placed the limit of exemption at $1,000. There are 
five million people in the labour force, so one thousand multiplied by five million 
people is five billion, so immediately you lose one half of your ten billion on 
which you basé your six per cent, and that is on the basis of your exemption — 
of $1,000. | d 

Mr. Wismer: That is not very good arithmetic. 


The Witness: I would suggest this to you, that there are not five million — 
people in labour force, there are five million entitled to $1,000 exemption, — 
married women, for example. The labour force covers all that type of worker, 
so you cannot arrive— 


Mr. Cannon: That five million labour force includes married women who 
are housewives? | 


Mr. Ferrie: I am afraid my question will take too long. You said that you 
do not like the private pension schemes, you just condone them, and now you 
say you do not like this scheme but you just condone it. 

The CHAIRMAN: Which scheme? 

Mr. Ferrie: This scheme ‘which you have just presented to us. | | 

The Wrrness: I do not think we made that statement. I made this re- 
mark in reply to a member here: we do not like indirect taxation but we 
condone it to raise the additional money needed for a national scheme. 

Mr. ASHBOURNE: You mean taxation such as the sales tax? 

The Wirness: Correct. We do not approve of an indirect taxation scheme 
of that type. 

_ Mr. Ferrie: What kind of a scheme could you state here. I do not see any 
difference In an indirect tax. The result is there. You do not like it but yo 
condone it. The whole thing is taxation, even if it is an indirect tax. You 
have to have a tax some place. So what scheme would you have that would 
take its place? q 

The Wirness: We are suggesting that $10 million will be raised by direct 


taxation. For instance, it would say on their income tax form, 600 million at 
least would be direct taxation. 


sae “You ‘mean ‘shat 5 you would fae cteet Praaae into the income a teen! 
The CHAIRMAN: For social security purposes, Mr. Ferrie. 


is Mr. FERRIE: And everybody receives the benefit whether they contribute 
‘under the income tax or not? 


The Cuarrman: It is a social security tax. 
es Mr. Ferrie: Yes. 
- The Cuartrman: Well, gentlemen, the enibels of the committee will join 


‘ 


teresting. I hope there will not be any hurt feelings after this afternoon. It 
W was a very amiable discussion. We thank you for it and I am sure tha’ your 
representations and the figures that you have mentioned are going to help us 
in arriving at a sound conclusion. . 

Mr. Cusuine: Thank you very much, Mr. Chairman. We are rather 


a at the informal way this committee has been operating. It has also 
en a pleasure for us to be here. 


a 


a The committee adj ourned. 
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MINUTES OF PROCEEDINGS 


WeEpNEsDAY, May 17, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
M-P., Joint Chairmen, were present. Mr. Lesage. presided. 

Others present: 
The Senate: Honourable Senators Burke, Fallis, Farquhar, Ferland, Horner. 
The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 


Brown (Essex West), Cannon, Corry, Cote, (Verdun-La Salle), Croll, Ferrie, 
_ Fleming, Knowles, Laing, MacInnis, Robertson, Shaw, Weaver. 


Hon. Paul Martin, Minister of National Health and Welfare, was also 
- present. 


In attendance: Mr. R. E. G. Davis, Executive Director, Canadian Welfare 


_ Council, and Miss Elizabeth Govan, Member of Council’s Staff; Dr. G. F. David- 


son, Deputy Minister of Welfare, and Mr. J. W. Willard, Director of Research; 


Department of National Health and Welfare. 


The Chairman filed a reprint from The Labour Gazette of April, 1950, 
entitled “Pension Plans in Canadian Industry”, as prepared by the Economics 


and Research Branch of the Department of Labour. On motion of Mr. Brown 


_ It was ordered that this be printed as an Appendix to this day’s Minutes of Pro- 
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ceedings and Evidence. 
Mr. Davis submitted a brief on behalf of the Canadian Welfare Council. 
The brief was taken as read and appears in this day’s Minutes of Evidence. 


Examination of Mr. Davis followed. Miss Govan also answered questions. 


_ At 6.00 p.m. witnesses retired and the Committee adjourned until Thursday, 
May 18th, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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Houses or CoMMONS, 
ey Wepnespay, May 17, 1950 
The Joint Special Committee of the Senate and the House of Commons on 


Old Age Security met this day at 4:00 p.m. Hon. Senator J. H. King and Mr. 
_ J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CHarrMAN: Senator Fallis and gentlemen, we have a quorum. A booklet 
_ was distributed to you a ‘few moments ago which is entitled “Pension Plans in 
Canadian Industry”... This was obtained from Mr. MacNamara, the Deputy 
_ Minister of Labour, and it is reprinted from the Labour Gazette. Tt gives some 
very good information about the existing private pension plans in Canadian 
industry. Would somebody move that this be printed as an appendix to today’s 

_ evidence, without the pictures, of course? 


Agreed. 
(See Appendix) 


Our guests this afternoon are representatives, from the Canadian Welfare 
Council. They are Mr. R. E. G. Davis, Executive Director of the Council, and 
& - Miss Elizabeth Govan, member of the staff of the Council. 
Before we start today’ s proceedings, let me on behalf of the members of the 
~ committee congratulate both Mr. Davis and Miss Govan on the brief they are 
_ presenting today. It is very complete. It covers the whole field of old age security. 
I for one have read it with a great deal of pleasure and with great interest. Now, 
_ Tunderstand, Mr. Davis, that you have made some last minute changes? 


; Mr. R. E. G. Davis, Executive Director of the Canadian Welfare Coun- 
ceil, called: 


» The Witness: I am a little timid about this, Mr. Chairman, because I was 
glancing through your proceedings last night and I noticedat your very first 
meeting that Mr. Croll made some very caustic comments about people who 
) Bs submit briefs and then change their minds. 


% Mr. Knowues: Do not mind him. 
| E Mr. Crouu: I take it all back. 
'p The Witness: Actually the changes we have made in our submission are not 
substantial changes, they are mostly detail very largely, some correction of 
: peetres, and slight amendments. I will be glad to deal with them if you wish as ~ 
Igo along but I would like the privilege if you would allow it to me of filing this 
final brief with you in place of the other one for the record. 
The CuarrMANn: Yes, this revised brief is the one that will be printed in the 
record. 
1s 4 Mr. Crouu: Suppose we are told about the changes now. Are there many of 
| them? 
k The Wirness: Mr. Chairman, there are small changes throughout the brief 
~ that I do not think I should trouble you with. On page 28, there is a rather sub- 
stantial change which, however, does not destroy the logic of the previous argu- 
ment. It is simply that we have given a little further detail on the subject of the 


_ prematurely aged and we have changed the calculation which pee was 
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25 per cent of that age group as likely to be eligible to 30 per cent on the be ‘ 
of some further figures which we secured from the Dominion Bureau of Statistics. 
Now, I have set out the argument in support of the change from 25 to 30 per 
cent and unless you want me to rehearse it I will not bother with it. _ 
Mr. Croiu: Does that change the $50 million figure? - | ai 
The Wirness: Yes, it changes the figure for the cost of the $40 a month pen- — 
sion for the prematurely aged to roughly $61 million. That is an increase of about 
$10 million. We have also projected the figures to 1961 and 1971. i 
The Cuairman: But the year on which questions will be asked, is 1951. The 
brief will be incorporated into the evidence at this point. 


SECURITY IN OLD AGE 
Brrer Supmitrep By THe CANADIAN WELFARE CoUNCIL 


The Brief contains the following sections: 
I. Introduction. 
II. Social Security in the Modern State. 
III. The Needs of the Aged. 
IV. Appraisal of the Present Program. 


V. Possible Approaches to the Problem of Income Maintenance. 
VI. Recommendations for a National Program for Old Age Security. 


— 
a 


J—INTRODUCTION 


The Canadian Welfare Council is a national association of public and private ~ 
social agencies and of citizen groups and individuals interested in the advancement 
of social welfare in Canada. Its aim is to help ensure for the people of Canada 
social services that are adequate in extent, of high quality and soundly 
administered. ~ aa 

The Council therefore welcomes the opportunity to present its views on the ~ 
needs of the aged to the Joint Committee of the Senate and House of Commons — 
appointed to study this question and expresses its appreciation of the privilege — 
to do so. The statement which follows was approved by the Board of Governors — 
of the Council on May 8, 1950. - y 


Ig—Socrat Securiry In THE Moprern STATE 4 

Before going on to a discussion of the particular subject of old age the 
Council would like to offer two or three observations about social security mea- 
sures generally which provide as it were the framework for what is said later. 


(1) The first we assume needs no argument here. It is that comprehensive 
social security measures are a necessity in modern industrial society. Most people 
today work for wages and as statistics show for relatively small wages. Except 
for the fortunate few in terms of ability and opportunity they are unable to 
protect themselves and their families against the major hazards of life. The 
objection that such measures, designed to provide merely for minimal needs, sap 
personal initiative and resourcefulness does not stand up under analysis. On the 
contrary experience demonstrates that well-planned social security programs, by 
helping to remove the paralyzing fear of unemployment, old age and serious 
or prolonged illness, actually increase the individual’s productivity and usefulness 
to the community. Although particular cases may be cited where this does not 
happen they are a tiny fraction of the total group and their number is continually 
being reduced by more efficient administrative safecuards. a 

(2) While a sufficient case for adequate social security programs can be 


made on humanitarian grounds it is important to recognize that there are strong 
economic arguments as well. Provided they are financed largely out of general 
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~ government revenues or by contributions from the general population on the 
basis of ability to pay and not merely by payroll taxes on the recipients of the 
- benefits, such programs support consumption and thus the demand for goods and 
services by putting a floor under the incomes of thousands of people who are 
- more certain than any other group to spend the additional income. Such spending 
- may of course constitute an inflationary pressure in periods when the economic 

resources of the country are under strain to meet other demands, but this is not 
the normal situation in our economy. The long-run problem is one of utilizing 
fully the productive capacity of the nation and to this end consumption expendi- 
tures must be maintained at a high level and may have to be stimulated by state 
action. 

(3) The financial outlay required for a complete social security program 
is difficult to estimate. It has been suggested that to apply the Beveridge plan to 
the United States would require about 8 per cent of the national income and 10 
- per cent has been proposed as reasonable for a well-to-do country by an official 
of the International Labour Organization who has specialized in a comparative 

study of social security systems. Such a yardstick applied to Canada yields a 
figure at the present time of some $13 billion, which is close to twice present 
_ expenditures. 

This is a fact which it is well to have in mind when complaint is heard of 
Canada’s excessive spending on social security measures. In spite of important 
achievements to date, serious gaps and deficiencies remain in the country’s social 

_ welfare provisions. How quickly we round out our present system is not essen- 
tially a question of what we can afford since most of the items in a social security 
program do not constitute a drain on the nation’s resources but merely the transfer 
of income from one group to another—the young to the old, the employed to the 
unemployed, the well to the sick, the rich or comfortably-off to the poor. The 
real question is one of personal attitude. Do we as citizens really want a 
comprehensive program and are we willing to devote a considerable share of our 
freely disposable income to this purpose? 

(4) A final observation about Canada’s existing social security program 
is relevant to the immediate question under consideration by the Joint Committee. 
In a number of countries which have relatively well-developed systems, Great 
Britain for example, and Australia and New Zealand, a rough estimate would 
suggest that approximately one-third of welfare expenditures is devoted to the 
needs of the aged and about an equal proportion to the maintenance of children. 
Canada by contrast has invested heavily in children’s allowances, probably 

_ beyond the one-third figure, but government expenditures on old age security are 
at a much lower level. These comparisons obviously are intended only to be 
suggestive and the Council has no wish to stress them unduly. At the same 
time we would remind the Committee of the dictum of Sir William Beveridge 
contained in his Report, which, it will be recalled, included the recommendation 
of family allowances: “The provision to be made for old age represents the 
| largest and most rapidly grown element in any social insurance scheme.” It 

) seems fair to conclude that some considerable upward revision in present ex- 
penditures on old age security in Canada is a proposal deserving of careful 

| consideration in the interests not only of the older population but also of a 

| well-balanced and well-rounded social security program for all Canadians. 
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IJI—Tue Neeps ofr THE AGED 
As the number and proportion of persons over 65 become higher in Canada, 
the needs of this group are forcing themselves into the consciousness of the 
community. For economic as well as for humanitarian reasons it is important 
that adequate plans be made to meet them. 
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Self-support ; a 

The fear of want in old age haunts people as they grow older. They do 
not know for how many years they have to provide and, as their working years ~ 
end, they are forced to rely upon what they have been able to save, or whatever — 
public planning or private charity provides. The more independent they have — 
been in their younger days, the more they dread the humiliation and uncertainties 4 
of dependence. ; 

To help dissipate these fears of old people arrangements must be made ~ 
which will assure at least a minimum pension on retirement, but such provision ~ 
in itself is not sufficient. What many older people desire most and what they 
must have if life is to have any real meaning for them is the opportunity to — 
continue in useful employment, and it is the fact that this is denied which is 
their greatest problem. : 

Unfortunately today many workers, even as young as 45 years of age, are © 
finding increasing difficulty in continuing in regular employment, and in such — 
cases the chance of having a job in early old age is very remote indeed. Besides — 
long periods of unemployment or of irregular employment in middle life reduce 
the possibility of a worker keeping his savings for old age, or of adding to © 
them during the period when, with his children no longer dependent on him, ~ 
he might otherwise be able to do so. ¢ 

Many people in the age group between 65 and 70 years are capable of 
productive work, particularly in the line in which they have had experience, ; 
sometimes in the same job, sometimes in associated but less demanding occupa- 
tions. The policy in many superannuation schemes of retiring workers at 65 and 
the effect of such schemes in preventing the employment of older people, are — 
economically wasteful, and detrimental to the health and welfare of the workers. — 
In Great Britain, it has been found that about two-thirds of the men and half — 
the women who have become 65 years of age since July, 1948, the date the new ~ 
plan for old age security began to operate, have foregone their retirement 
benefits and remained in employment. When a country really wants, its older S 
people to continue at work many of them do so. 4 

The difficulties with regard to continued employment for older people arise — 
from: 


*, 


(1) an employer’s labour market; that is, a level of production in the 
country for which the demand for labour is less than the supply. The 
explanation that unemployment figures are due to an increase in the labour 
force rather than to a decrease in the number of jobs available offers no 
comfort to the unemployed; 


(2) the fact that where the employer has a choice within the labour 
supply he wishes to obtain the most productive labour, and that, regardless — 
of many arguments to the contrary, he tends to discount the experience _ 


i 
‘ 
} 


of the older worker in favour of the vitality of the younger; 
(3) industrial superannuation schemes, which tend to prevent a_ 
company from taking on older workers for whose retirement pensions 
the contribution of the company is greater; . 
(4) the interest of organized labour, when there are insufficient jobs, 
in encouraging the older worker to withdraw from the labour TOrces 
(5) technological changes which may lessen the value of previous 
experience and skill, and the comparative lack of retraining facilities; | 
(6) the continuing feeling that Canada, as a comparatively new 
country, 1s a young man’s world, and the consequent failure to adjust. 
attitudes and employment practices to the needs of the older worker. 
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The older worker, in our opinion, generally wants to remain in productive 
work as long as, and sometimes longer than, his physical and mental capacities 
= make this possible. He wants to put off the day when he will be forced to retire 
- from the working world that he knows, when he will be “on the shelf” and no 
longer feel useful and needed in society and by his fellow workmen. Besides his 
_ work may be actually more productive than that of a younger worker who has 
not this motivation. If his periods of illness are more frequent, his “absenteeism”’ 
will be less. He knows he can change less readily from one job to another, and 
hence he is more bent upon keeping the job he has. War-time conditions demon- 
_ strated that many old people, who thought their retirement was necessary, were 
~ able to return to full-time employment. 
The employment problems of the older worker are closely linked with the 
_ planning of the economy to maintain “full employment”. Full employment would 
increase the total national production and the national income; it would therefore 
Lb at one and the same time increase the demand for the older worker in the labour 
; market, assist him to support himself and to save for his old age, and improve 
_ the ability of the nation to finance social security legislation. 


3 Ordinary and Extraordinary Costs of Living 
. The costs of living for old people or any other group can be divided into two 
~ eategories: 

(1) The costs of day-to-day living, including food, shelter, clothing, 
recreation, regular medical and dental expenses, etc., and 

(2) the extraordinary costs, which cannot be foreseen, in regard either 
to their occurrence or their amount, and for which it consequently becomes 
impossible to plan within a limited budget. For the aged, these are particu- 
larly large medical expenses, including doctors’ and surgeons’ fees, hospital 
care, home nursing, and other services auxiliary to medical treatment, and 
funeral expenses. 


e Day-to-day costs should in general be met out of current income. All Can- 
~adians should be able to live at least at a minimum standard of health and 
_ decency. People can live at a lower “subsistence level’ for limited periods of time, 
if necessary, without permanent damage to their health, but this is not the 
situation for the old person whose pension or annuity is unlikely to change in 
amount, although there may be change in its purchasing power. His standard of 
_ living for the rest of his life is beyond his power to alter: the pension he receives, 
therefore, should be sufficient to provide him at least a minimum standard of 
health fad decency. 
What is such a minimum standard? This is difficult to define, particularly in a 
country as large and under conditions as diverse as we find in Canada. We know 
that people must have: 
(1) food which will provide adequate nutrition; 

(2) shelter which will satisfy accepted standards with respect to 
construction and. state of repair, sanitary facilities, ventilation, cubic 
air space per occupant, etc.; 

(3) light, fuel and water, unless these are provided under “shelter” ; 

(4) furnishings, replacements, cleaning materials, etc.; 

(5) clothing sufficient for health and _ respectability, mending 
materials, cleaning expenses; 

(6) expenses for personal care such as toilet articles, and haircuts; 


Me recreation, carfare and incidental expenses; 
(8) ordinary medical and dental expenses, including household drugs; 
\@ (9) insurance, or savings to provide for the expenses of burial. 
) 


790 JOINT COMMITTEE = ae 


The expenses of old people may in some regards be higher than those of — 
others; they may not have the physical vitality to travel distances to get bar- — 
gains; they may not be able to do their own laundry; on the other hand, they - 
need less clothing than persons of working age. 

Of the above costs, food is the one which can be estimated most accurately. — 
Nutritionists know what food is necessary to maintain health, at different ages, — 
and according to occupation, and this has been set down by the Canadian Nutri- 
tion Council. Among other menus is one considered sufficient to meet the 
nutritional needs of men and women 45 years and over in sedentary occupa- 
tions. Persons living within a family group require this basic: allowance; 35 per 
cent is added for persons living alone, and 20 per cent for couples, because of 
waste and the inability to buy in large quantities and hence at cheaper prices. 

At the request of the Canadian Welfare Council, twenty-five social agencies q 
across Canada in April 1950 priced the foods recommended by the Nutrition — 
Council, using the schedules prepared by the Welfare Council of Greater Toronto 
and published in the “Guide to Family Spending” in 1949. The results are ~ 
shown in the accompanying table. The costs of feeding an elderly man, as a 
member of a family group, vary from $15.96 to $23.26 a month, an elderly | 
woman from $14.00 to $19.39 a month; an elderly man living alone with house- — 
keeping facilities, $21.40 to $31.40, and a single elderly woman from $18.90. to 
$26.18; an elderly couple living together, from $35.95 to $51.18. The lowest 
figure throughout was provided by the Toronto Visiting Homemakers, with long — 
experience in pricing low cost foods; the other estimates may not always be the ~ 
lowest prices, but they represent the general prices in those stores which old — 
persons, who are not usually able to hunt for bargains, would be obliged to 
patronize. The two highest pricings are for St. John’s, Newfoundland and for — 
Kosher food, in Toronto. This latter gives an extra cost of 7 per cent because of — 
more costly processing. ‘Si 

These prices come from centres as varied in size as Toronto, Ontario, Moose ~ 
Jaw, Saskatchewan, Bridgewater, Nova Scotia, and Three Rivers, Quebec. The ~ 
variations in costs are shown to be unrelated to the size of the town, city or part — 
of the country. The conclusion is that, no matter where a person lives in ~ 
Canada, with the exception of such places as St. John’s and probably certain out- — 
lying areas which have not been covered in the survey, the person who has to — 
buy his food in the stores will find only a difference of about $5 a month in the 
cost. The real difference lies between the person who buys everything, and the — 
person who, living in the rural community, buys from the producer or who can — 
produce some of his own food; few elderly people can do this unless they have 
assistance. | 

Shelter is the cost which is most difficult to estimate in establishing a mini-— 
mum standard. The Canadian Welfare Council asked a number of agencies to 
give their opinions in regard to the minimum amount of rent it was necessary to 
pay for one room with housekeeping facilities, furnished and unfurnished, In ~ 
only one case are these figures the result of a study of rents, but they represent — 
the experience of agencies who are struggling with the problems of finding housing ~ 
for older people. The variation for a furnished or unfurnished room for a single 
person at a minimum rent is between $5 and $42 a month; for one room for two 
persons, $8 to $42. A sampling of old age pensioners known to an agency in _ 
Montreal gave the rents paid as ranging from $9.30 to $30 a month with an 
average of $22.34 for single persons, and $8 to $47 a month with an average of 
$23.54 for couples. Most of these are furnishéd housekeeping rooms, and probably 
many below an acceptable standard. These variations related to the size of the 
community, and to the degree of housing shortage. 4 

The old person is often considered an undesirable tenant by the landlord; 
he or she is in the house most of the day; he may require the provision of more 
heat; he may; through failing health and mentality be more petulant and irritable, 
and perhaps less meticulous about cleanliness; he may become ill and need help. 
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~ Manitoba: 


~ New Brunswick: 


‘ i Quebec: 


Saskatchewan: 


British Columbia: 


differently. 


Ontario: 


s 


Monthly costs 
Food to provide adequate nutrition (a) 
for elderly people, April 1950 


Newfoundland: 


Nova Scotia: 
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Living in Living Elderly 

family group alone couple 

M. F, M. ee ae 
et PeN at 23.26 19.39 31.40 26.18 51.18 
ec cueik 17.46 15.44 2504 20.84 39.48 
Uh ds ea 8 17.89 15.69 24.15 21.18 40.30 
hats eae 17.59 15.34 Perens: 20.71 39.49 
Oe apnea: 16.43 14.58 22.18 19.68 BY aya | 
VRE aah 17.93 15.61 24.21 21.07 40.25 
eo ee ee 19.52 16.38 26.35 22.14 43.08 
Leber: 17.54 15.09 23.68 PAWSASY 39.16 
AO ees 16.86 14.66 PPRRTAS 19.79 OiteoD 
AP es SUA 16.94 14.83 Yh 20.02 88.12 
Ok tall, Coane 15.96 14.00 21.40 18.90 85.95 
BE Hees oh). 17.24 15.14 23020 20.44 38.86 
ASCE 20.66 18.12 27.89 24.40 46.52 
eee ra, 17.07 15.01 23.04 20.26 88.50 
ney Ee 17.24 15.69 PBS ava 21.18 39.51 
AS CLM pe 17.59 15.78 DEBTS 22.30 40.04 
aia ae OR 18.23 15.87 24.61 21.42 40.90 
Re Lay Oe 17.85 15.61 24.10 21.07 40.15 
hapsvos Shek: 20.08 17.76 2¢ A. 23.98 45.41 
Dae SS 17.97 Sar 24.21 21.07 40.25 
BT ei, 18.96 16.51 25.60 22.29 42.56 
Pe Sa 18.45 16.17 24.91 YA uatots 41.54 
Ley eet y 17.67 15.44 23.85 20.84 39:73 
18.23 15.61 24.61 21.07 40.61 


Note: (a) following the standard set by the Canadian Nutrition Council, as used in schedules prepared | 
by the Welfare Council of Greater Toronto. (b) a few returns were not included as they were computed 


(c) this estimate is for Kosher food. 


If he can persuade a landlord to accept him at all, he is likely, because of his 


b 


limited income, to have the least desirable room in the establishment. 
must have shelter and has no choice but to pay what is demanded of him. If 
the amount is high in proportion to his income, he will have to economize else- 


_where, and probably in food. 
Clothing costs, like those of food, can ‘be considered fairly uniform across the 


- 


country, particularly j in view of the mail order businesses. 


Yet he 


Clothing needs differ 


to some extent, because of climatic conditions, and because of the demands of 


- living im urban or rural communities. 


The annual cost of clothing for a man over 


60 years of age was estimated by the Welfare Council of Toronto to be $55.81 in 


| June 1949, and for a woman, $79.22. Personal care was similarly estimated as 


costing $9. 93 for a man and $13 07 for a woman for a year. 
According to these Toronto estimates, we can compile a rough budget for a 


Food: (Toronto, April 1950) 
Clothing: (Toronto, June 1949) 
Personal Care: (Toronto, June 1949) 
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a we 
Shelter, including light, fuel, water 
Medical and dental expenses, household 
drugs 
Burial fund 
Cleaning materials, etc., household replace- 
¥ ments 


0\/.G@ De) tee 


Elderly Man Elderly Woman 


| minimum standard of health and decency for an elderly person: 


Living Alone 
Elderly Couples 


$ 256.80 $ 226.80 $ 431.40 
55.81 19 22 135.03 
9.93 13.07 22.00 
$ 322.54 $ 319.09 $ 588.43 
52.00 52.00 hoe SOG 
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With no allowance for the last three items, the amount remaining for sheltei A 
for old people with no income beyond the present $40 a month old age pension, — 
would be: " 
Single man: $105 a year or $8.75 a month; ‘a 

Single woman: $109 a year or $9.00 a month; 


Couple: $268 a year or $22.00 a month. a 


From these figures it is obvious that, except in small communities, pension- — 
ers with no outside income are now living below a minimum standard of health ~ 
and decency; all the more so when it is remembered that the food pricing for — 
Toronto was low in comparison with that in other cities. J 

No estimates were made for medical and dental expenses since in some prov- — 
inces these services are provided for pensioners; nor for “Burial Fund”, although © 
any one who has worked with old people knows how important it is to them that — 
they should have provided enough from their own resources for ‘‘a decent burial”. — 

Shelter, as indicated above, is the cost which shows the most variation, and — 
no estimate is made for it either. The problem is a baffling one. Present day © 
houses and apartments leave less room for the old person to become part of the © 
family group of a married child. High rents and inadequate incomes force many ~ 
to apply for admission to institutions, who would be happier, and more cheaply — 
provided for elsewhere in the community. Some find a place in mental institu- — 
tions or hospitals where they receive unnecessarily expensive care and use > 
accommodation needed for other persons. Most old people who are in reasonably ~ 
good health prefer to live as members of the community, by themselves, or with — 
families, and it would be more economical if they could do so. More attention — 
should be given to the provision of shelter at a reasonable cost for individuals — 
and couples through: the inclusion of units adapted to their needs in public hous- — 
ing projects; the building of houses with self-contained quarters for older people © 
attached to the family accommodation; co-operative houses with housekeeping ~ 
facilities; and the use of “foster homes” for those, who, not ill enough to require ~ 
hospital or institutional care, require some supervision because of their failing — 
faculties. The housing of the aged is part of the larger problem of housing for — 
the whole population, but it requires particular attention in any attempt to pro-- 
vide a minimum standard of health and decency. aa 

In regard to the “extraordinary” costs of living, provision should be made 
to relieve older people of the burden of such expenses, either through free services, — 
or through pre-payment plans which divide the risks among the whole population. 
The needs of the aged for medical services may be proportionately heavier, and 
hence there is an argument that, if such services cannot be provided for the whole. 
population at an early date, they should be furnished in the first instance for older 
people who are not abie to incur debts with any expectation that they can meet 
their obligations later. In some of the provinces, and to varying degrees, provision 
is now made to supply medical care, drugs and hospitalization to those in receipt 
of old age pensions: this policy should become general. The possibility of expense 
for such services, and for home nursing, probably prevents relatives or friends 
in many instances from taking old people into their families. It may also induce 
some old people to live in institutions. If home nursing and medical care were 
available, or if a sufficient number of nursing homes were provided, the need for 
institutional and hospital care would be reduced substantially. As it is now hos- 
pitals are often used inappropriately to house the chronically ill for whom no other 
facilities are available, with the result that the acutely ill are deprived of the 
accommodation and treatment they urgently require. 

One comparatively small centre reports that an average of about 35 persons 
not in need of medical care are living in the two hospitals because no other accom- 
modation is available for them. The pensioner pays $35 a month to the hospital 


4 


v 


and the municipality makes up the difference between this and $4.50 a day. 
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A proportion of old people require institutional care. Where this need is the 


_ result of a physical or mental condition, it should be met by the proper hospital 


rather than through special institutions for the aged. For others, whose need is 
due largely to their age, small home-like establishments should be developed of a 


_ type rather different from most of those available in Canada today. 


Old people also need recreation, and opportunity for the development and 
practice of educational and cultural interests. This should not be forgotten in 
whatever plans are made. 

Above all we must remember that old people, like all of us, are individuals. 
They face old age in varying ways, depending upon their life experiences, their 
health, their mental capacity, and the personality which has developed throughout 
the years. Hach has. to make his adjustment to the limitations which declining 
physical and mental abilities may impose on him; the radical change in his 


_ living which retirement enforces; the prospect. of declining health and possible 


invalidism which lies ahead. Many become less flexible in their ideas, and resent 
the new ways of later generations. Many feel rebellious, because the ambitions 
of youth have never been fulfilled. Many live upon their memories of happier 


times, clinging to the possessions with which their memories are bound. Many 
_ fight to retain their independence, because of their fear of growing dependency. 
_ All the unsolved problems of youth and adulthood come to the fore, forced forward 


by the fears and anxieties regarding an uncertain present and an unknown future; 
much more evident because of decreasing self-control. Age brings increased 
emotional problems for many, and social case work services must be available 
to help them. Those who work closely with old people need to be trained to under- 
stand and to know how to help. 

The provisions we make in regard to income maintenance, housing, shelter, 


recreation and finance must all take into account the fears and anxieties which 


old age brings, the desire to remain independent, the desire to be surrounded by 


one’s own possessions in a community with which one is acquainted; the concern 
about change, the worry about details, the desire to be useful and occupied, and 


_ the limitations imposed by physical and mental decline. 


The Responsibility for a Complete Program 


Full responsibility for the welfare of old people cannot be borne by one 
government authority or even by a number of public authorities to the exclusion 
of private agencies. The program involves the co-operation of those departments 
of government which are responsible for income maintenance, employment, 


_ rehabilitation, medical care, housing, recreation, institutions, hospitals and case 


work services; of private agencies in regard to each of these in different degrees, 
except in the field of income maintenance; and of the citizen body in their 


attitude to old people and in their acceptance of their rights. 


The federal government has already accepted major responsibility in the 
area of income maintenance, sharing this with the provinces, which carry a 
larger part of the load than is generally recognized because of supplementary 
assistance and services and the costs of administration. Federal, provincial and 


/ municipal governments must accept more responsibility in other areas, through 


their own programs, through the encouragement given to private agencies and 


- through the interpretation of old age needs provided to citizens generally. 


The present brief is focused upon the problem of income maintenance, but it 
must be stressed that this is only one segment of a complete program for the 
welfare of the aged. Income maintenance it cannot be too much stressed, includes 
the continuation in employment of many older workers, ‘as well as the question 
of pensions. 

APPRAISAL OF PRESENT PROGRAM 


We are aware that the Joint Committee has already been provided with 


Information in detail about the present system of Old Age Pensions, and has 
& 
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in mind various questions in regard to its strengths and weaknesses. We should — 
like to draw attention merely to a few considerations which in our view should | 
be taken into account in the formulation of a new program, or In a decision to ; 
modify the present one. | : 
The present program, ‘based upon a means test, has the advantage of . 
providing financial assistance to those who need it most, within the limitations 
imposed by the eligibility requirements. Hence the amount of ‘money spent 
is paid out to those in greatest need. Also the sequence of amendments to 
the original act shows that gradual improvements are possible within the ~ 
existing structure to meet changing needs and changing public opinion. Fur- — 
ther, it has been demonstrated that the increased expenditure involved in such 
improvements can be gauged fairly closely so that there 1s little danger of the 
federal or provincial governments running unwittingly into exorbitant expen- — 
ditures. The fact that the plan is financed on both the federal and provincial — 
levels from consolidated revenue has meant a simple adjustment to increased — 
costs, and to the extent that the ordinary tax structure is progressive in its — 
incidence, no unfair burden is placed upon persons in the lower income brackets. 
On the other hand, a number of defects are evident in the present system. 
The eligibility requirements need to be modified in a number of ways, and — 
certain changes in administration are desirable. 1 
The total allowable income is too low. Since the increase in the rate of — 
the pension from $30 to $40 was made in 1949 without a corresponding increase — 
in the total allowable income, it assisted those with low “‘outside’’ income, — 
but not border-line cases, who were suffering under the increased costs of — 
living. At the present time, the amount of “outside” income is only $120 © 
a year both for a single person and a married couple. Such a small amount — 
makes it necessary to reduce pensions below the maximum for items which 
seem to the pensioner and to the public quite trivial, and which complicate the © 
problems of administration. If the increased cost of living justified the — 
increase in the maximum pension, it seems logical to conclude that it would 
have justified an increase also in the amount of allowable income. As things © 
stand people who have been able to save to a small extent and to accumulate 
funds which, calculated as government annuities, will yield them an annual ~ 
income of from $120 to $600 a year ($1,080 in the case of couples) are penalized — 
in a way which cannot but discourage saving on the part of those who can — 
only hope to accumulate funds of this size. j 
The period required for residence is too long. Communities today will — 
not allow people to suffer seriously from want. Any who come to Canada and — 
are permitted to remain here will have to be provided for in some way if they — 
are in real need. Those whose need is due to their age are more logically cared — 
for in a program for the aged rather than by other assistance programs. ; 
The age requirement excludes many who should be cared for through — 
a program for old people. There are many prematurely aged or incapacitated — 
between the ages of 65 and 70 who have been forced to retire from employment — 
or who find it extremely difficult to obtain employment suitable to their physical 
and mental conditions. These people are in a position very similar to that of — 
the older age group. Old age cannot be defined rigidly in chronological terms. 
Indians and Eskimos are specifically excluded from the provisions of the 
Act. It has been found possible to pay Family Allowances to these groups. 
They should not be discriminated against under the Old Age Pension Act. 
_ From the administrative point of view, simplification in the procedure for 
estimating Income 1s desirable, and would result in relatively little difference 
in the cost of pensions granted. If additional items, such as contributions from 
children, casual earnings, or small pensions from other sources were ignored in 
calculating the allowable income, the investigational process would be much 
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less involved, and hence would avoid much of the resentment now associated with 

the application of the means test. The administrative cost is out of proportion 

to the amotint of money saved by the reduction of the pension. In some 
provinces caveats or liens are registered against the property of the pensioner, 
and claims made against the estates of deceased pensioners in certain instances: 
both these procedures, which net. little in the way of return, cause considerable 
resentment and give rise to the criticism that the pension is a loan rather 

than a grant. They adid-to the stigma attached to the means test. There is 
also some inequity in the fact that these regulations are not applied uniformly 
by all provinces. Differences also appear in regulations regarding the evalua- 
tion of shelter and board given to pensioners by relatives, and in the average 
amount of pensions paid in different provinces. ; 

: It has been suggested that these differences are indicative of the flexibility 
of the program and its adaptability to varying local conditions but, since the 
federal government is providing such a high proportion of the cost, it seems 
only fair that old people throughout Canada should receive more nearly equal 
benefit than at present. Besides, in many of the provinces, little attention 
has been given to securing suitable qualifications on the part of field officers 
to whom the delicate task of administering the means test is assigned. If the 
Federal Government continues to delegate the administration of the program to 
the provinces, in our view it should ‘be given power to require standards and a 
desirable degree of uniformity; the alternative is for the Federal Government 
to administer the Act itself. 

The Council as will be indicated in the next two sections favours sub- | 
stituting a different program for the present one. Should our proposal prove 
unacceptable for financial or other reasons we would recommend as our second 
choice a continuation of the present plan, adjusted to correct the defects 
suggested above. For us this has an advantage over other alternatives in 
that it makes possible a decision favourable to our recommended program at 
a later date. 


V PossisLE APPROACHES TO THE PROBLEM OF INCOME MAINTENANCE 

Three main approaches may be suggested to the problem of income main- 
tenance in old age: 

(1) The first of these is through a system of insurance which attempts to 
relate benefits more or less closely to the rate and period of contribution. This 
is the traditionally approved plan instituted first in certain European countries 
| and adopted as late as 19385 by the United States. Its chief advantages claimed 
for it are that by relating benefits to contributions it encourages a sense of 
personal responsibility, that it gives the assurance of benefits being forthcoming 
When due and that it protects the public treasury against excessive demands. 
On the other hand such a scheme suffers from a number of serious limitations. 
For one thing without heavy government subsidies which deny the central 
| principle of the program, older people for as long as three generations will not 
secure an adequate retirement allowance. There is also the great difficulty of 
| making coverage universal and the fact that, even if this were administratively 
| possible, substantial grants from general revenue would still be required to pro- 
\vide adequate pensions for people in the low income brackets which is again a 
departure from the self-help principle. Moreover, such a program with millions 
of individual accounts and calculations is expensive to operate and, if orthodox 
methods are followed, involves cfeating a large reserve fund with its attendant 
investment problems. Finally, so long as only part of the population is covered, 
and this not necessarily including those in greatest need, there is the question of 
equity connected with support from the public treasury of a program from which 
all citizens do not stand to benefit. 
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For these various reasons the Ghat is not disposed to commend this type 
of program, at any rate as the country’s main reliance for meeting the financial 
needs of old people. If it is adopted at all it should be as _ a supplementary 
measure financed jointly by employers and employees to ceeitie additional 
protection for wage earners. 

An argument for such a plan is that it could be integrated with existing 
industrial pension schemes which now include about a million workers and thus © 
correct the serious limitation of most of them which prevents the worker from — 
transferring his full pension credit when he moves from one place of employment 
to another. Whether such a plan is introduced or not, it is suggested that it 
would be desirable for the Government to give substantial encouragement to all 
citizens to provide more adequately for the period of old age through their own 
efforts. 

(2) A second alternative is to continue the present means test program — 
with the changes indicated earlier, the chief of which would lower the age limit ~ 
for certain persons and increase the total allowable income. # 

Such an approach has the advantage of ensuring that the funds available 
would be spent where the need is greatest. However, it maintains the means 
test principle which is resented by most Canadians as a method of dealing with ~ 
the needs of self-respecting older people and has the further disadvantage of — 
discouraging thrift and production on the part of persons in the considera 
section of the population likely to benefit by the pension. . 

The Council, after careful consideration, has rejected this alternative. So. 
long as the means test is continued the basic philosophy of the program is 
untenable, whatever other modifications are introduced. Moreover if present — 
provisions are relaxed and broadened the cost of the program soon begins to 
approach the point where for a little more the greatly preferable approach z 
indicated below could be financed. 


(3) The third approach to the problem of economic maintenance for avelll 
people is through a flat rate pension payable at a given age to every one able 
to satisfy a minimum residence requirement. Such a plan might be financed 
(a) entirely out of consolidated revenue as proposed by the Federal Government. 
in 1945, or (b) in whole or mainly through an ear-marked social security con-- 
tribution. Pensions would be paid as of right at age 70 and also to persons — 
between 65 and 70 who by reason of infirmity or “premature old age” have 
become unemployable. The amount of the pension would be sufficient to provide 
a minimum standard of living for the great majority of beneficiaries. Persons 
in receipt of pensions would be required to make income tax returns and the tax 
would be such as to remove the amount of the pension by graduated amounts. 
from those whose total incomes are above the level of health and decency. 

This approach to benefits commends itself to the Council, Like Family 
Allowances the plan is simple to administer, and since it operates on a pay-as 
you-go basis, does not involve the creation of a large reserve fund. It oid 
the indignity of the means test, which in any strict sense should not properly be 
applied to people who up to the period of old age have provided for their day- 
to-day needs. Finally, it is an open-and-above-board system. Government sub- 
sidies are not concealed as is often the case under “Insurance” plans which crea’ C 
the false impression that the beneficiaries have provided for themselves. The 
plan is one of social security in the true sense through which persons contribute 
according to their means in order to provide a floor of protection for those wh 10 
need it. 
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VI—RECOMMENDATIONS For a NatIoNAL Procram For Oitp AGE SECURITY — 


The Canadian Welfare Council recommends that the Federal Government 
pay a flat-rate pension to all persons 70 years of age and over to those betwee i 
the ages of 65 and 70 who are prematurely aged, 
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~ 1. The pension should be available regardless of income, thus eliminating 
the means test. 
2. The pension should be at a rate which will enable the majority of persons 
~ to.whom it is payable to live at a minimum standard of health and decency 
- without financial supplementation. This rate should be based upon a careful 
_ study of the cost of food, shelter, clothing, et cetera; it should be set at a figure 
which makes supplementation in additional amounts of money necessary only 
for a small proportion of the persons in the highest cost of living areas. 
Arrangements should be made for a review of the amount of the pension 
_ every three or five years. 

Pending such a study, the immediate rate should be set at least at the 
present figure, of $40 a month. 
¥ 3. The pension should be paid as of right to all who have reached the 
age of 70 years, or who, being at least 65 voms of age, are “prematurely aged”, 
and retired. 

. In regard to persons 70 years and over, it can be assumed that very few are 
physically and mentally capable of regular employment, and the pensions should 
_ therefore be given to all members of this group, whether working or not. 

In regard to persons between the ages of 65 and 70 years, pensions should 
be available only to those who are considered physically or mentally unable 
to take full-time employment to the dependent spouses of such persons if they 
are also between 65 and 70 years. A considerable proportion of this age group 
are still capable of performing useful remunerative work and should be en- 
couraged to do so. The pension at the rate suggested wiill in most cases not be 
_ sufficient to encourage those capable of working to leave their employment in 
order to receive it, and it is our conviction that old people, with few exceptions, 
- wish to continue to work in order to feel useful, as long as they are capable of 

doing so. Once the person has qualified for the pension in this group, it should 
be assumed that he will continue to be eligible because of the nature of the 
_ diagnosis. 
The determination of “premature old age” is a difficult procedure but not 
impossible. Proof of permanent disability is already required for mother’s 
allowances, workmen’s compensation claims, military pensions and war veterans’ 
allowances, and in some countries for invalid or disability pensions. The 
difficulties in determing any such disability are fully recognized, but .if the 
need of this group for assistance is accepted, those difficulties must be faced. Old 
| age cannot be determined by an arbitrarily set chronological age; consideration 
| must also be given to the individual’s physical and mental condition. 
/ Medical evidence seems to us the most satisfactory method of determining 
premature old age. It may be necessary in the beginning, in order to gain 
| experience in administration, to define somewhat arbitrarily the conditions 
| which will enable the person to qualify. As experience grows, backed by research 
‘in geriatrics, it should be possible to broaden the definition. 
| 4. A residence requirement, possibly of five years, would be necessary, partly 
to discourage an influx of persons from other countries, and also to avoid the 
possibility of entrance restrictions being imposed which would prevent elderly 
people joining relatives in Canada. At the same time the legislation should 
allow for reciprocal arrangements with other countries. 
5. The pension should be paid to Indians and Eskimos, with arrangements 
for payment in kind in the limited situations where this is necessary. 
6. Veterans in receipt of war service pensions should be eligible for the 
pension on the same terms as civilians. Where veterans become eligible for the 
| universal pension, they should cease to be eligible for that amount of the 
| war veterans’ allowances. 
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7. The plan should be administered directly by the Federal Government. — os 
8. The proposed program should be financed (a) to a major extent through | 

an earmarked social security contribution, or (b) out of Consolidated Revenue, 
or (c) through some combination of these two. | %s 4 
If the device of a social security contribution were employed, payments 
should be required from all persons with an income over the amount considered | 
necessary for a minimum standard of living. Contributions should naturally | 
be levied on a basis which would take account of ability to pay. Ar 
9. The program should be on a “nay-as-you-go” plan. In order that the © 
rate of taxation or contribution would not have to be varied annually, a — 
rate should be set which will provide, averaged over a period of years, the 
amount necessary to pay the benefits. This amount can be calculated with 
considerable reliability, after the first year or so of operation. 
10. Persons receiving pensions should be required to submit income tax” 
returns annually. Through a modification in the present deduction for persons 
65 years and over, and the application of revised rates, the amount of the 
pension should be progressively recovered, beginning at the point where the 
individual’s income provides more than a minimum standard of living. . 
11. The following table gives an estimate of the cost of the above plan over 
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the next 20 years: 4 
1951 1961 1971 | 
Population 70 and over ........ 674,500 869,300 1,042,100 
Population 65-69 years ......... 426,900 503,200 587,900 
BOPDELENCEML MtnAy osercreie aac shekehs 128,070 150,960 176,370 
Cost of $40 a month 
for persons | FOOT nn. . eas $323,760,000 $417,264,000 $500,208,000 
Cost of $40 a month for 
“nermaturely aged” 65-69 
years (estimated at 30 per 
Cont Al) CTOUD) 0365 nes ee 61,273,600 72,440,800 83,257,600 


$385,033,600 $489,704,800 $583,465,600 


In these projections of cost various factors must be considered: . 

The estimates of population may be low as the improvement in health and 
in medical care over the last few decades and in the future may increase the 
number in the various age groups. 4 

The estimate of the “prematurely aged” is something better than a guess. 
According to Dominion Bureau of Statistics estimates the total population 65 
to 69 years in 1951 will be 427,000, of which 224,000 are men and 203,000 women. 
On the basis of 1941 experience 70 per cent of the men will be employed, 
leaving 30 per cent or 67,000 as the maximum in the unemployable group. It 
can also be estimated that of the women 55,000 are the wives of gainfully 
employed men and 16,000 will be employed themselves, which deducted from the 
figure of 203,000 leaves 132,000. Of this latter number 24,000 are the wives of 
unemployable men and will therefore be entitled to pensions, but it may be 
assumed that half of the remainder will have income of their own from insur- 
ance or other sources and therefore will not wish to undergo the medical examina- 
tion necessary to establish eligibility This yields an estimated maximum of 
women receiving pensions of 78,000. Adding the 67,000 “nermaturely aged” mer 
to the 78,000 eligible women without income or spouse, we get a maximum total 
of 145,000 or approximately 34%. It seems a reasonable assumption that with 
better employment practices for this age group the number could be brough 
below 30%, which is the basis of the Council’s calculations. oe 

The pension is taken as $40, pending the suggested study of the adequacy 
of this amount to provide a minimum standard of health and decency. Sin¢ 
costs of living change, no estimate can be made of its adequacy in 1961 or 1971 
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Similarly, although it is possible to determine how $385 million could be 
raised in 1951, many factors enter into any consideration of the provision of 
funds in future years. Productivity in the Canadian economy, output per man 
_hour, has been increasing over a considerable period of years at an average rate 
of something like 2% and there is at least a pressumption it will continue to do 
so. The labour force also is expanding which, assuming a policy of “full 
employment”, will increase the national income. On the other hand we cannot 
foresee what periods of depression lie ahead, or in our uncertain world can we 
estimate the increased demands, for defence and other necessities, that will be 
made on the public treasury. 
| The inability to predict circumstances in the distant future is a strong 
argument for “pay as you go” financing of a program which, in the absence of a 
- contractual relationship between present contributions and future payments, 
can be varied as required in the hght of changing conditions, attitudes and 
resources. 

12. The Council realizes fully that the expenditures required immediately 
a0 Piknes its proposed program, $385 million for 1951 as compared with an 
estimate of $138 million under the present system, are substantial. They are 
“not, however, in our view more than are necessary to meet the need or than 
Canadians would be willing to devote to the decent maintenance of our older 

citizens. Besides, there are two or three qualifying considerations which should 
be kept in mind: 

(1) The mood of the country, of provincial governments and of the 
Dominion Parliament is to improve present provisions for old people; and 
whatever is done in this direction is bound to increase expenditures. The only 
valid comparison, therefore, is between costs under the Council’s plan and what- 
ever alternative is being considered. | 
| (2) Needy people in the older age group, not provided for under the 

present system, are being cared for somehow: by municipalities as indigents, by 
relatives, or by private charity. These costs obviously are not included in the 
$138 million figure but many of them would be in the $385 million. 
(3) Part of the cost of the pension proposed by the Council will be 
recovered through an adjusted income tax structure. We are not in a Herne to 
say how much but it might well be considerable. 

(4) There can be an additional saving in the cost of pensions if the 
_ Federal Government will maintain economic policies such as to ensure a demand 
for the services of older workers in the labour market. 
(5) Finally, there is the consideration that the Council’s proposal as con- 
\trasted with the present program will not discourage thrift and saving. The 
_ advantage of this to the economic life of the nation cannot be calculated but 
some allowance for it should be made in comparing the net costs under the 
. two systems. 


13. The plan here proposed is only part of a wider program for the aged. 
Financial security on retirement is an essential part of the plan, but, as we have 
emphasized throughout, it should be accompanied by a program which will keep 
older people in employment, and maintain them, to the greatest degree possible, 
in a physical and mental condition to engage in useful work. 

Under the Constitution the direct provision of medical care lies within the © 
jurisdiction of the provincial governments. With the Federal Government reliev- 
ing the provinces of any financial responsibility for the pension, as proposed in 
the Council’s plan, the latter would be better able than at present to provide 
medical and other services. 
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In addition, however, the Federal Government through the national health 
erants program is in a position to encourage the provinces to give more atten-— 
tion to the medical care of the older section of the population, and as well to 
research in this field. a 
We have suggested that the amount of the pension should be set at a 
minimum standard to cover the day-by-day cost of living of aged persons. — 
In the high cost of living areas, this amount will require to be supplemented, — 
particularly in regard to shelter. We suggest that this latter need can best — 
be met through housing provisions, rather than through, additional monetary — 
allowances. Areas in which the cost of shelter is particularly high are generally — 
those in which the problem of housing applies to the whole community, and — 
in a more inclusive program the needs of aged persons for suitable shelter at 
rents within their ability to pay should find a normal place. The Federal 
Government should be expected to see that special provision is made for old — 
people in the public housing projects to which it contributes. a 
We are also concerned about the institutional needs of certain groups 

of aged persons, and about recreational and counselling services, as component — 
parts of a complete program. We should like the provincial governments to — 
take the initiative in developing through their own efforts or those of local — 
authorities or private agencies, the additional services which old people require. — 
With respect to all of these supplementary programs, there is a need 

for technical consultant service which is in short supply and which in any 
event all of the provinces cannot be expected to provide. It is our view that 
such service should be available to the provinces from the Department of 
National Health and Welfare in the same way that it now offers the help 
of consultants in the various fields of health. z 
14. We should like to draw special attention to the necessity of adequate 
general assistance programs under local and provincial auspices to assure 
supplementary aid to those old people whose needs are not fully met by the 
regular pension. Such programs are an indispensable element in a total system 
of social security as a means of providing residual assistance for individuals © 
regardless of age who, because of particular circumstances, are not sufficiently 
provided for otherwise. At present general assistance is unevenly available 
throughout Canada and the Council would like to record here, as it has on 
other occasions, its belief that conditional grants by the Dominion to’ the 
provinces, designed to raise existing standards in this area, are urgently 
required. F 
15. Fundamental to the success of any program for the aged is qualified 
personnel. In the administration of the old age pensions plan proposed herein, 
social workers are needed at certain points, particularly in regard to problems 
which will arise in the determination of elegibility of persons between the ages 
of 65 and 70. They are also essential in other aspects of the program, such 
as rehabilitation, shelter, institutional care, recreation and case work services. 
The existing shortage of trained workers is a definite handicap in all of these 
areas which is a situation calling for the rational use of the available supply 
and for government support of training programs. oe 
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This, in outline, is the Council’s proposal. Many matters of detail re 
to be worked out and some important decisions, particularly with regard te 
methods of financing, can only be made in the light of fuller knowledge tha 
is available at present regarding the size of the load and the costs involved. _ 

However, it is our conviction that the recommendations herein put forward 
are fundamentally sound. The Canadian people have made it unmistakeabl 
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clear that they want to provide decently for their older citizens. They dislike 

the present system with its investigation of means and its penalty on thrift and 

continuing employment. This leaves us with two alternatives: 

(a) A system, incorporating some of the concepts of private insurance, 
which has the advantage of requiring people to make regular provision 
for their own retirement but is costly and complicated to operate and, if 
it is to provide at all adequately for those in the lower income groups, 
calls for such an amount of government subsidy that the insurance 
principle is virtually denied; and 

(b) the system advocated in this submission which places upon each 
succeeding generation, without evasion or camouflage, the burden of 
providing according to its means and desires for those members of the 
community who are not able to provide for themselves. 


We propose this as the best approach to the problem of the economic 
maintenance of old people. It has been used already in the program of family 


‘ allowances, financed in that instance out of consolidated revenue. We suggest 


that later on when the time comes to consider other social welfare measures or 
to reconsider some of those now in existence the basic principles of a pay-as-you- 
go system may find wider application. 


(Hind of brief) 
Mr. Brown: May we not have some idea as to who the Canadian Welfare 
Council is, how they are constituted and so on? 
The CuarrMANn: We will be coming to that in a moment, Mr. Brown. 
The Witness: There are two other changes: on page 25, at the bottom of 


the page, again dealing with this age group 65 to 70,.you will notice a sentence 


beginning: “In regard to persons between the ages of 65 and 70 years... con- 
sidered physically or mentally unable to take full-time employment.” This 
should be added: ‘and to the dependent spouses of such persons if they are 


also between the ages of 65 and 70.” That was omitted in our brief. 


And finally, there is a little summary section which I will not trouble you 


with at the end, on page 32, just to give a tail to the brief we have briefly 


recapitulated the argument in a summary section. 
The CuairnMAN: Now, would you care to answer Mr. Brown’s suggestion? 
The Witness: May Ifirst of all make reference to Miss Govan, who is 


here with me. Miss Govan is one— 


Mr. Brown: How do you spell her name? 


The WitNnsss: G-o-y-a-n, Elizabeth Govan, but we call her Betty. I merely 
wanted to say this further about Miss Govan: not only is she one of the most 
valued members of our staff but she has been largely responsible for the prep- 
aration of the document in your hands. She is here today, I think, partly to 
see that I do not muff too many of your questions and perhaps to field any wild 
answers that I happen to give back. 

Now, the Canadian Welfare Council, while it is a central clearing house, is 


if you like, a trade association for public welfare departments, for community 


chests, for private voluntary social agencies, French, English, Catholic, Pro- 
testant, Jewish, right across Canada. You will see therefore that it represents 
quite a wide body of interested people. In addition to those what you might call 
social work groups, it also contains in its membership a considerable number of 
citizen groups, boards of trade in some instances, labour unions, women’s organ- 
izations who have some interest in welfare, and in addition to that, there is a 
considerable number, I think about eight hundred individual citizens who are 
attached to the council. I may say this further about our organization, 


Mr. Chairman, that ordinarily in a matter of this importance we would not submit 
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-very interesting data that are given in the first chapters. Of course, the committee, 
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a brief without more consultation than has been possible in this instance. Due- 
to the pressure of time it has not been possible for us to send out this brief as — 
we should like to have done to our members across the country and to invite 
and secure their comments and criticism. The brief was approved, as you have — 
seen in the foreword, by our board of governors on May 8 but it has not had 
the discussion we would like it to have had on the part of our. members them- — 
selves. a 
Are there any other questions about the organization? We are a voluntary 
organization but we do include public as well as private agencies In our 
membership. 
The CuamMan: Are there any other questions on the organization? — 
Mr. Fuemrinc: You are willing to have members of parliament as members | 
at $5 a head? 
The Wirnsss: Yes, we would like to have more of them, also an increase 
in the government grant. We have been working on that for a long time with 
only indifferent success. a 
The CuarrMan: You asked for it, Mr. Fleming. You are not working along 
with your leader in trying to get the estimates down. 
Mr. Ferrie: What about economy? | 
The Wirness: Economy means you put money where it will bring the best — 
return. a 
Turning to the brief, I want to say this that while the ‘brief represents the 
best thought of our organization it. is not at all put forward here in any dogmatic | 
spirit. Rather, we intended a contribution to the very thoughtful inquiry which — 
your committee has been carrying on over six weeks now into this very complex — 
and difficult question of how to provide for the economic maintenance of our 
older citizens. a 
We will be prepared, of course, or shall endeavour to defend the particular — 
recommendations that we have made but I would like to emphasize that we 
come here today not merely to testify but to learn from the discussion what we 
can about’ the best approach to this question. Now, I am not quite sure what 
you would like me to do, Mr. Chairman. You all have here the brief in front 
of you. I have sat in the back of the room on other occasions and have watched 
the procedure. Would you like me to run hurriedly through it? | 
Mr. Crouu: Let us ask questions; we have all read the brief. ' 
Mr. Fiemine: I would suggest the place to begin is on page 25 with the | 
detailed recommendations there set out in sequence, and if you, Mr. Chairman, 
will call them one at a time I think that will allow us to have a very” 
orderly presentation. mn 


The CuairMan: Yes, [ thought we should do that, Mr. Fleming, and we will 
go over it that way. That is the last chapter in the brief. If we have any ti e 
left we could question with a view to getting some more information about some 


a 


you will realize, Mr. Davis, is merciless and is more interested in establishing 
what is of immediate interest; we are more interested in the last part in spite of 
the fact that your first five chapters contain a lot of information, and’ very 
complete information, in my opinion. a 

The Wirness: I think the chief value of the earlier chapters for this. final 
chapter is that they provide the basis for our conclusion, that is, we came to the 
conclusion that the type of program we are recommending is the best type of 
program after examining alternative approaches. : :. oa 

Now, you have been doing that in the committee itself. We have beet 


simply going through in an inadequate way what you have been doing ver 
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} Bredhily: here under Dr. Davidson’s leadership, but we do dismiss the present 

program because of certain defects and we do dismiss a certain type of insurance 

program. We felt that that second system to the extent it is an insurance 

program does not do the job, and to the extent it does the job should not be called 

insurance. So that we therefore came to the conclusion that the type of flat 
rate program that we have suggested is preferable to either of the others. 


The Cuarrman: Is it agreeable to members of the committee that we follow 
‘Mr. Fleming’s suggestion that we turn to page 25 and that I call section by 
‘ section starting with No. 1? 


Carried. 


' No. 1 on page 25 calls for the abolition of the means test. 
j Any questions on this? 
i RS. 


By Mr. Croll: 


. Q. Let me say this: the first and second are intertwined. Your recom- 
i mendation is that there should be a universal pension for all persons 70 years of 
age and over of $40 a month to be reviewed every three or five years. That is 
your proposition, is it not?—A. That is right. 


q Mr. Fieminc: That is one and two. 
“The CHAIRMAN: Let us deal with one and two together, it would be easier. 


.s Mr. Larne: The great difficulty is going to be found in the provision for 
__ those prematurely aged.. What means test is going to be provided? 


The CHAIRMAN: You are on three, Mr. Laing. 

Mr. Larne: No, I am not. 

~The Wirness: He is on the introductory sentence. 

_ Mr. Crotu: That is why you won't be able to hold it, Mr. Chairman. I do 
not know how you can. 

7 The CuairMAN: We can try at least. 

Mr. Suaw: If you take the preamble, you are taking the whole thing. 

The CHAIRMAN: That is why I did not mention it. I went to one. 
Mr. Ferris: The first sentence at the head of one takes in the whole page. 
‘The Cuatrrman: Why should we lose much time on procedure? Are there 
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By Mr. Fleming: 
~ On No. 2 I would like to hear a further statement fen Mr. Davis on the 
| a of the advantage of the flat rate payment over the weighted or insurance 
cg _ payment. ‘We have had briefs on both sides. Would Mr. Davis care to add 
; something to this argument here for our information?—A. The view we have 
taken is that what we need in Canada is a social security program based on human 
need. It would be very desirable to maintain the present standards of living. 
t People in our class do not want to go down to $40 a month. But so far .as 
the nation’s responsibility i is concerned, it seems to us that the first responsibility 
. of the nation is to provide that basic floor for everybody, and then to leave it 
to individual initiative to go beyond that floor so far as individual citizens are 
able to maintain their present standards. 
_ -—-Q. _ It has been a feature of all the suggestions so far about a contributory 
4 heme on the insurance basis that there should be that floor. I take it your view 
F is that the function of the pension plan would be to provide the floor and no 
more?—A. That is right. 
_ Q. And beyond that it is up to the individual to patil his own security by 
Ss own savings?—A. Until everybody has bread, anybody who wants cake had 
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better get it for himself. The social security program essentially has as its objec- 
tive to provide a floor. When you get an insurance program, you begin to get a - 
differential which takes some members of the group above the floor. : 


By The Chairman: | 
Q. And others below the foor?——A. And others below the floor. We are inter-— 


ested in the floor. 


By Mr. Fleming: | 

Q. It has been a feature of all these proposals that there should be a floor. 
There has been a floor in every case. You do not believe it is the function of a | 
pension plan to provide anything more than a floor?—A. We did suggest In one ~ 
part of the brief that there may be a place in a total Canadian system for a 7 
supplementary form of insurance wherein the government will not be involved, | 
but that the government—our point is that the government’s responsibility is to @ 
provide this basic floor for citizens. If they can facilitate it by some kind of | 
central operation, some secondary fund which will tidy up the pensions in present — 
industrial pension plans, we would have no objection to it. But we feel that the — 
first responsibility of the government should be to see that everybody gets that — 
foor which we take it to be would be the minimum necessary for health and | 
welfare of the citizen. | a 
Q. I read your brief as going beyond saying it is the first responsibility of @ 
covernment, and as saying, really, that it is just about the limit of the responsi- 
bility of government in this field of pensions, the provision of that basic floor?— — 
A. That is all we are concerned about in this brief. a 


By Mr. Croll: 

Q. Let us assume that $40 is the floor in a small town in Saskatchewan. You — 
say that is what he needs as a basic pension. Well, then, how do you compare that — 
sith the needs for a man let us say in the city of Toronto or in Vancouver, or in 
a small village in Newfoundland?—A. I think we would have to recognize that — 
no flat rate pension can at the same time meet the varying needs of all citizens 
in a country as large as Canada, with all the variety of circumstances, and the — 
varying cost of living in the various communities. Therefore we have tied in with — 
this main proposal of the flat rate pension, as you will notice on page 31—I hope a 
it is page 31 in your copies—I think it is No. 14—-what we consider to be a very — 
important recommendation. i 

We would like to draw special attention to the necessity of adequate general 
assistance programs under local and provincial auspices to assure supplementary — 
aid to those old people whose needs are not fully met by the regular pension. We— 
say that such programs are an indispensable element in a total system of social 
security ‘and we further reiterate what we have said frequently before that we 
think that the situation with regard to general assistance programs in Canada is — 
far from satisfactory, and that the federal government should accept as one of its 
responsibilities the Jacking up of these general assistance programs under provin- — 
cial jurisdiction by some kind of incentive grants. In addition, there are further 
recommendations. I think 13 and 14 are the two main ones which indicate other 
services which will be needed by old people in the way of medical care, institu bi 
tional care, housing, and so on. Thus it will be a basic pension plus certain 
services, plus general assistance. 3 


{ 


By Hon. Mr. Horner: 

Q. If you should vary the amount of pension as between one, province 
and another or as between one city and another, would you not have large 
numbers of people moving into the area where the greater pension was 
payable?—A. You would have a great many problems. . “i 
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By Mr. Brown: 


é. Q. You are affiliated with. social service organizations all across the 
 country?—A. That is right. 
Q. You are the clearing house for them?—A. That is right. 


: By Mr. MacInnis: 


Q. You are not affiliated with them. Rather it should be: they are 
affiliated with you.—A. They are affiliated with us. That is right. 


By Mr. Brown: 


Q. Well, they are affiliated euctawi You have a connection?—A. Yes. 

3 Q. And as such you have information brought to you from all across the 

country. And it is your opinion that $40 a month would be sufficient on the 

_ average to cover the basic needs of the aged people of Canada?—A. Mr. 
Chairman, that is discussed in one of the previous chapters rather extensively 

_ under Needs of the Aged. I think it is chapter 3. Miss Govan has done a great 
deal of work on this subject. We have had groups across the country price 
- foodstuffs; and I would ‘be the last to say that $40 in our judgment is an 

. adequate amount. 

-Q. I said merely a basic aac to supply basic needs?—A. We propose 
_ $40 pending some more scientific studies than have been made up to now as 
_to what would be a proper basic amount. 

Q. Your idea is that of a universal scheme in which there would be: at 
~ least $40 paid to every individual as of right?—A. Yes. 
— Q,. And in addition to that, there would be provincial or municipal schemes 

j 7 up to take care of additional need?—A. I would not like to emphasize 
the $40. 

-——-Q. -‘Well then, call it $X.—A. The principle in mind was this: that the 

oe pension should be set sufficiently high so that only a fraction of the 
population would require financial supplementation to maintain the minimum ~ 

¢ standards of health and decency. 

ot Oey You believe that there should be a universal pension of $X?—That is 

| mg t 

. Q. To be paid by the federal government; and that in addition to it, 

‘there should be supplementary payments made by the provinces or by the 

- municipalities? 


By the Chairman: 


BC, Not necessarily payments.—A. There aud be both services and 
_ payments. 

_ Q. Payments if necessary; services only, if additional payments are not 
. - “Recessary —A. Yes. 13 deals with services and 14 with general assistance. 

e services include such things as housing, medical care, institutional care, 
"recreational facilities and similar things that are needed. But in addition, 
in order to take care of the differential in the cost of living between the high 
- urban centers and the rural communities 14 suggests general assistance programs. 


1 By Mr. Brown: 


~ Q. Would you suggest some unification of administration?—-A. One of our 
_ Proposals 'i is that this system should be administered by the federal government. 
+ Q. How can you do that if the provincial government is going to pay 
Me for it?—A. We do not recommend that they be centralized, but that there be 
incentive grants from the federal government to the provinces with a view to 
“Tsng the standards of this program which now are very unevenly administered. 
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By Mr. Knowles: | Aen B 
Q. You are thinking not merely of supplementary aid to the old age — 
pensioner but of general assistance across the board wherever it is needed?— — 


A. That is right. 


By Mr. Croll: 

Q. We start out by giving the federal government the responsibility. Let — 

us assume that we agree on that responsibility. Then we find that the respon-— 
sibility includes old age pensioners over 70 years of age.—A. That is right. | 
Q. And what follows is that the old age pensioner has still got to go and — 
shop. We have not taken over the full responsibility. | 
Mr. Brown: It may be that shopping is better in British Columbia than ~ 


in Newfoundland. 


ae ae 


By Mr. Croll: ‘ 
Q. We have still got him going to many services for a supplement, or per- — 
haps even to the municipal authority. We still have not taken over the full — 
responsibility for the old age pensioner. What do we have to do to take over 
that responsibility, and what would it require? This committee is able to deal — 
with the problem. We may not have another committee for many years, and ~ 
this is a good time to deal with the problem once and for all. Moreover, you are ~ 
the man who should know that.—A. This is a subject that has been discussed — 
by our own council and by our staff. It does not come within the ambit of this — 
brief. We have not raised it. There is a point of view which suggests that we ~ 
would have a tidier system if all economic maintenance programs in Canada — 
were centralized. That point of view is held in certain places. But the council — 
does not hold it. So far as the official view of the council goes—that view is that — 
a supplementary program is inevitable in any flat rate system, and that the — 
supplementary program should remain with the provinces. I say that is our — 
position. It is our position perhaps partly because it has not been re-examined ~ 
officially over recent years. But there are some members of our fraternity who 
would go further than that and would say: let us take the whole economic — 
maintenance program and make it a federal responsibility and leave to the ~ 
provinces the field of services, things such as medical services, institutional care, — 
and what not. But I am not prepared to say that is either my view or the view 
of the council. I can only say that it is a view that has been expressed in council — 
meetings. ‘S 
Mr. Ferrie: How do you arrive at this figure of 70 years of age? % 
The Cuarrman: We are not on three. I stopped Mr. Laing on this, and I am 
sorry, but I must try and give the same measure of justice to all members. & 
Mr. Ferrie: I am talking about the means test. 
The Cuarrman: You are talking about the age of 70. ; 
The Wrrness: We do not provide in our program for a means test at 70. 
We provide for a universal pension. You, Mr. Chairman, would get it as well 
as the poorest citizen in the land. Everybody would get it upon reaching the age 
of 70. But he would lose it or a good deal of it when he came to make his 
income tax return. 4 


By Mr. Shaw: . 

Q. Does your council feel that supplementary services such as medical 
services could be more satisfactorily determined or administered on the local 
level? Did that modify your thinking in that field?—A. Well, according te 
our constitution health is a provincial responsibility, and the whole apparatus of 
health services is in provincial: hands. We do not suggest anything so revolt 
tionary as the federal government taking over the whole thing. : 
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- Q. You have in mind the federal government taking over the entire basic 
scheme where $40 is paid. Would the provinces then be relieved of the $30 
million burden which they now bear in the field, and might that money be used 
_ for these local services plus the incentive grants which you have in-mind?— 
A. That is said in the brief, I think, specifically. 
_-- -Mr. Crow: To tie in immediately with Mr. Shaw’s suggestion would be to 
build castles of sand because what you would save the provinces at the present 
_ time you tie in immediately with the 65 to 69. 


_ The Cuarrman: No, no. You are under a misapprehension. The proposal 
_ of the council is that the federal government should pay even the whole of the 


os The CHairMAN: If you re-read the brief you will see that the council pro- 
_ poses that even from 65 to 69 the whole of the cost should be paid by the 
4 federal government. 


a. ; 
i Mr. SHaw: We are dealing with 70 and over. 
¥ 


? f 
& By Mr. Shaw: 


_ Q. In stressing a minimum basic pension, does the witness and the members 

of his council feel that the duty of the national government, where it is going 

_ to draw upon revenues procured through taxation, stops with the provision of 

a basic minimum?—A. I would not argue for that, because to do so would mean 

_ that your federal health grant program would be discontinued, in so far as it 
benefits old people in the provinces. But as I have indicated, we are suggesting 

_ that at least incentive grants be provided to the provinces in this field of general 
assistance. 

~~ -Q. I was thinking in terms of this basic $40. No supplementary payments 

are included in that sum?—A. No supplementary payments. 

- Q. You feel that federal government responsibility stops as far as the actual 

_ payment of the pension is concerned after you have established a basic minimum? 

_ —A. That is correct. : 

. @. Well, I agree. | | 

-. The CuarrMan: You would not like people in Edmonton complaining about 

_ the fact that they got a supplement of $5 while people in Montreal got a supple- 

ment of $10. ; af 

| c- Mr. Knowuss: Right on that point may I ask Mr. Davis what comment 

_ he would have to make on this? If the council program were adopted what would 

be the position of Alberta and British Columbia with respect to the extra $10 

they are now paying? 

Mr. SHaw: They would keep on paying. 

The CuHatrMAn: If they wished? 


_ Mr. Knowies: We have no doubt but what they would. However, 
_ Mr. Davis’ position is that the provinces and the local authorities pay additional 
amounts on the basis of need. Would it not be a very necessary need for those 
| two provinces to keep on paying the full $10 as they are now? 

The CuHAirMAN: That is not our business here. 


4 The WitNnrss: Well, this goes back a little. When we prepare a. brief such | 
as this for you we are guided by our concern for human need, and whatever 


We do not give a figure at all under point 2. We-say that the rate should be 
_ based. upon a careful study, and then we go on—that arrangements should be 
| made for a review of the amount, and then, “pending such a study”, and. we 
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removed a couple of words there, “and in the assurance that the amounts will © 
not err on the side of generosity, the immediate rate should be set at least at 
the present figure, $40 a month”. 
Mr. Knowies: That is very carefully worded. | 
Mr. MacInnis: Mr. Chairman, did you make a rule that we could only ask ~ 
questions now on points one and two? 
The CHAIRMAN: Yes. 
Mr. MacInnis: Well, I think you ought to consider that ruling again 
because I do not think we can discuss 1 and 2 unless we also are allowed to ask © 
questions on point 3 because they fall in together. 4 
Mr. Fueminc: We are coming to number 3 anyway. 
The CHAIRMAN: If we are going on to recommendation number 3 Mr. Laing © 
has the floor. 7 


~ 


By Mr. Laing: 


Q. I was going to point out in 3 the recipients have objected to the means ~ 
test; I think workers in the government service have objected; and I think mem- ~ 
bers of parliament have objected. This brief proposes that beyond 70 years we — 
should remove the means test but it transfers it to the age group 65 to 69, with — 
greater intensity than ever before——A. It is not a means test. - 

Q. Well who is going to say whether a person is prematurely aged or not?— 
A. It is a health test, not a means test. 

Q. Who is going to say that?—A. Medical officers. 

Mr. Buatr: You cannot do it. 

The CHatRMAN: That is the proposition. | 

Mr. MacInnis: Not to call it a means test is in my opinion really quibbling — 
—if you do not think that is too strong a word. After all, if a person is 65 or 69 — 
and able to perform remunerative work— aa 

Mr. Know es: You are 66,— 


Mr. MacInnis: Now this does not say that he is not paid a pension if he 
is not in remunerative work—it is just his ability to work. It seems to me that — 
this sort of a means test is not very logical. A person who cannot find employ- — 
ment if he is able to work, at the age of 65 or 69, is just as much in need of — 
assistance as a person who is not able to work and who would be provided for. 

The CHAIRMAN: Does this mean that you would favour the means test — 
between 65 and 70? 4 


Mr. MacInnis: I think it would be much better to make it so that there 
would be nc means test after 70 but a means test between 65 and 69—that is if 
you are going to adopt that principle. 3 

The CHAIRMAN: That is your answer— 

Mr. Crotu: Would the witness add anything? 

The CHAIRMAN: Have you any comment, Mr. Davis? 


The Wirness: You will notice one of the recurring themes throughout this 
whole document is that we want older people to be continued in work as long as 
they can. We feel it is in their own interests and it is certainly in the interests 
of the country. The population is steadily aging and a means test program does — 
put a penalty on working. You get a pension if you do not work. ra 
___ We have been trying to work out, and we are not saying that our solution 
is fully satisfactory, a proposal here that would keep people at work as long as 
possible and pension would be paid only where a man, through some physical 
condition such as coronary thrombosis, or something of that kind would find it 
impossible to work. We do not deny the difficulties of administering a medical 
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test. A doctor would know better than I the full extent of those difficulties but 
we do point out that we do have such tests in a great many programs. We have 
; them in mothers allowances, workmen’s compensation claims, military pensions, 
_ and war veterans allowances. In some countries they have invalid and disability 
pensions where that principle is applied. There is a good body of experience as 
_ to how a pension of this kind could be administered. We suggest that as Canadian 
administrators develop experience—conditions may have to be strict at the begin- 
_ning—we can work out some solution to the problem that would not involve an 

appraisal of a man’s means. The millionaire, if he got coronary thrombosis, 
_ would get the pension just as well as the pauper who could not do any work. 


By Mr. Fleming: 


Q. I gather from your definition of the group 65 to 69 that you are proposing 
_ to include-there really the unemployables?—A.They are unemployable. 

a @. Well we have got a pretty well established connotation of the term 
- unemployable. Is that the whole group you have in mind?—A. And the spouses 
_ of such breadwinners. 

3 The CHairmMan: What about wives below 70 of pensioners 70 and over? 
~ Would you include them? 
es The Wirness: We have not proposed that they be included. 
Mr. Larne: You are surely not going to describe this group as unemployable? 
The CuarrmMan: That is where I was going, Mr. Laing, thank you. 
% Mr. Fuemine: Well Mr. Davis may have to change his answer, because I was. 
_ asking whether this is the group that we are accustomed to refer to as unemploy- 
able. I was very anxious to see if the definition of the two groups was precisely 
_ the same. I inferred from Mr. Davis’ answer that the group he has in mind are 
~ the unemployable and no others. Is that right? 

The Cuamman: What about the wives of pensioners 70 and over? They | 

are not employable? 

Pe The Wrrness: The point about the wife of a man over 70—when she is 
. between 65 and 70—is not covered in the brief. We have covered wives of the 
prematurely aged between 65 and 70 and said they should be included so I think 
5 logic would suggest perhaps that we aug to include wives between 65 and 70 
4 pensioners beyond 70. 


¥ “e 


c ° By Hon. Mr. Farquhar: 
4 Q. Do I understand that your suggested means test would only cover 
a those between 65 and 70?—A. We have not used the means test at all in our 
brief. 

Q. I mean medical tests?—A. The medical test only applies between 65 
E and 70. 
i Q. Why should it not apply to those much younger than that—for instance 
_ those from 55 to 60?—A. Your committee, Mr. Chairman, is dealing. with the 
_ problem of old age. There could be a case made out for disability insurance 
under a government disability program. We have not been dealing with 
that except by incidents in this brief. Some day I hope we will have a disa- 
bility program to cover people of all ages; but, as I see it, that is not your 
job as a committee and was not our job in preparing this brief. 


By Hon. Mrs. Fallis: 
_Q. The brief reads: “The pension should be paid as of right to all persons 
who have reached the age of 70 years, or who, being at least 65 years of age 
a ‘prematurely aged’, and retired.” How would that apply in the case of a 
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housewife 65 years of age who had broken down in health and who has never 
worked outside of the home?—A. You mean a housewife who would be dependent — 
on a working husband? 4 

Q. Yes, one who never has worked outside of her home. You see, if such 
a person were in industry, she would be retired by the firm or by the industry 
and there would be the question of health, of premature aging, but that does 
not apparently apply to housework.—A. And do you mean with the husband | 
dead? a 
Q. Living or dead, it doesn’t make any difference. ..I am speaking of the — 
dependent housewife—A. We have never thought’ of the pension as being © 
applied to a woman who is not employed and whose husband is employed. 

Q. In the case of premature age and a breakdown in health, as I under-— 
stand it, not able to work in the home, she would not be entitled to anything © 
under this?——A. Not if her husband was working. | | | 

Q. But if she had been working in industry she would be entitled to a © 
pension under those circumstances.—A. If she were a woman who was ~ 
dependent on her own earnings for maintenance she would be covered. 4 

Q. But suppose she had not been dependent on her own earnings, suppose — 
she had been working and her husband had been working too, they would © 
be looked after under this; but the woman in the home would not be looked 
after——A. Not if her husband was working. That is the way it is at the” 
present time. 4 

Q. That is what I mean. If she were working in industry and if her 
husband were working in industry they would both be entitled but if she were 
prematurely aged and retired from that industry because of ill health even 
though her husband was working, she would be entitled to a pension?—A. — 
Presumably she would. j 

(). But the housewife would not? 


A. That is right. 


By Mr. Croll: 3 | 


Q. The answer to that question would be this: would she not have to be 
dependent before she would be permitted to take pension?—A. To tell you the 
truth, I do not know the answer to that question. This is the 65 to 70 group, 
which is the group that has to be studied. We want to do something for them. 
We don’t like the idea of simply pushing the means test down on the 65-69. We 
are looking for some alternative. In our committee when we discussed this” 
one suggestion was that if a person in this age group who had been employed was 
unemployed for a period of let us say 12 months we could accept that as. 
prima facie evidence of his unemployability and take that into account. We 
settled on the health test as being the best test to use, and we thought in view 
of the experience in some of the other countries that it might be operable, and it 
still leaves the incentive for people to go on working, which is what we want where 
we find that there are so many thousands of people over the age of 65 who could 
go on working and should be encouraged to go on working, and who would be 
so encouraged by the present system. . 

Q. Would it not be fairer to cover «all these classifications of means test 
between the ages of 65 and 69, would it not be fairer to include everybody in 
that age group in the same way, whether they happen to be working in industry 
or whether they are working on the farm or wherever they might be employed; 
wouldn’t that help?—A. I don’t know what fair means. The means test would 
meet need where need existed, there is no doubt about that. | ae 

Q. Yes, but I mean it would apply to more people who need it, whereas the 
other procedure would be more restrictive. a “i 

Q. You mean we should consider whether or not it would benefit housewive 
of the kind to whom you refer who might be now brought into this group by som 
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4 adjustment, but in doing that you might also impose penalties on Biter i in the 
group who should be encouraged to go on working. 


The CuHarrman: How would it impose a penalty on other groups? 


The Witness: Because they could only quai for such pension by ceasing 
_ to work. 


Mr. Knows: Mr. Chairman, on that point, it seems to me there is another 
class in addition to the two that have been discussed so far. You find, Mr. Davis, 
that the committee are pretty well with you, perhaps we are unanimous, on 
- the removal of the means test from the 70 up group with a flat pension of “X” 
dollars. When you talk about this group 65 to 69 you discover there is opposi- 
tion to the means test and you discover there is opposition to the idea of the 
health test, and yet I think there is support for this thing that these people 

should be covered, that they should be encouraged to work. What I am getting 
at is this: have a pension for everyone at age 70 regardless of means, and 
_regardless of whether they worked between ages 65 to 69; pay no attention to 
_ means but pay attention to anyone at anytime during that period if they require 
to retire from active work. The result would be that people who were in good 
health and could earn more by staying at work than by retiring and going on 
_*X” dollars per month would be encouraged to keep on working and there 
_ would be no means test and no health test. 
The CuHarrmMan: Don’t you think a combination of the retirement test and 
the means test would be the answer to the question? 


% Mr. Know es: The retirement test itself 1s quite sufficient. 

d, Mr. Larne: How are you going to tell when a farmer has retired? Would 
that be when he sells his farm? 

| The CuHarrMan: I believe Mr. Knowles wanted to ask another question. 


Mr. KNow.es: I just wondered if Mr. Davis would care to comment on 
what I have said. 


The Witness: Miss Govan might be better able to comment on that than 
Iam. She recalls that we had a discussion on this matter in the committee where 
‘Tepresentatives from the Unemployment Insurance Commission were present 
and they suggested that the test of retirement was as difficult as a test of health. 


am Mr. Knowtss: Yes, except that some nations have it and use it. 


_. The Cuairman: It is all very well in industry but what about the farmer; 
who is going to say when the farmer retires? I suppose he would be retired if he 
- sold his farm. 


Mr. Know .ss: I seem to recall that | some of the other countries we were 
| Broking at did use the retirement test. Do you happen to recall which countries 
| those were? 


The CHarRMAN: I think the United Kingdom increases the benefit if a 
| person continues to work, that is if she does not retire at age 65. 


Mr. Knowtes: And that is for the purpose of encouraging people to stay in 
, employment. 
Mr. Buarr: Further to Mr. Knowles’ question and coming back to these 
physical tests you mentioned, the test in the army—veterans disability—may 
‘I point out that those disabilities are apparent, there is no difficulty with them, 
and the amount of compensation has been increased where the disability is 
Glearly apparent. Now, the question we have just been considering, I think that 
merely a shifting of the responsibility. Would you, sir, advise a certificate to 
some elderly lady of 69 years of age? Would you like you like to say: I think you 
are fit to work, get going? Personally, I would refuse, I would not do it. If a man 
says he is not fit it just can’t be done. ~ 
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The Witness: No, I do not think so. I think it might be an argument 
against using the local doctor. CH 
Mr. Brown: How are you going to get away from it? 
Mr. Buarr: You would have to have a board at Vancouver deal with citizens 
in Halifax. j 
The Wirness: What would you do with that 65 to 70 group? We are trying 
to cover them. We could try to bring this down to age 65 and give everybody 
65 and up a $40 pension. Then they could go on working and consider the 
benefit of the extra pay or income they would have.’ That might create a_ 
problem for the Department of Finance, but they have had a lot of other 
problems which they have handled up to now, and they could regear the income - 
tax to take care of that situation. That is a possibility. We were trying to find 
some other formula. It would not be a means test formula that would be 
applied to this group. I am not suggesting for a moment that we have found it, 
but we thought, in terms of premature age, something might be worked out that — 
could be applied here. | 
Mr. Buarr: You could have people who are prematurely aged at age 45. 
The Wirness: But you see we are dealing here with people who are in the 
old age group. 
Mr. Know.es: Would it not be better to take them in at 65 and leave them © 
keep on working if they wished to and have the added benefit of earnings -as— 
long as they wanted to work as an incentive? 
The Wrrness: I think one thing you will find out here, at least I have, is — 
that I do not know very much about this subject. It is something that has to be 
explored to find out what sort of test meets the particular group. How are we 
going to do that? We have to determine the eligibility for each of the programs. 
We have made certain suggestions along the lines concerned, and I think that is” 
about as far as we can go on the subject. 


By Mr. Shaw: 
Q. Does the witness agree that the great majority of workers who are 


who would not prefer to be back on a job or working. Do you not think we 
should provide a formula for them as long as they can earn wages, would they. 
not benefit by being employed? _ a 

The Cuarman: Would not the danger there be, Mr. Shaw, that the employed - 
man would say: I would rather take the pension; would you not have them 
stopping work in order to get the benefit of the pension? | a 


Mr. Suaw: Under this program they would not be entitled to benefit unless 
they were physically in need of it. Merely being unemployed would not qualify 
him for eligibility between the ages of 65 to 69. — 


The Wirness: No. Our program assumed that there will be an effort on the 
part of the federal government in the first instance to maintain high employ- 
ment in the country. We know that during the war old people whom nobody 
thought could do anything were very active in the labour market and the 
unemployable problem largely disappeared. It was only people who were. 
suffering from some serious physical or mental defect who were not drawn int 
the labour market. That is one thing we suggest should be participated in in, 
the carrying out of the program by the co-operation of labour unions and 
employers throughout the country, and the Civil Service as well. It may 
interesting to note with respect to the Civil Service that they refuse to take’ 
in anybody for employment beyond a’ certain age. It is true that they hav 
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relaxed a little bit but they still refuse to retain certain categories of people 
beyond a certain age. If that whole objective could be achieved we think we 
would be able to reduce the number of people in the 65 to 69 category who would 
need a special pension. We still feel that a lot of people in that age group would 
prefer to go on working, and that efforts should be made to find useful and 
profitable employment for them. That is one of the things which creates a 


serious problem in our pension plans, the various ways in which these people 
are forced out of the labour market. | 


y “ . . . . . 

‘s Mr. Fiemina: There is Just one question I would like to ask Mr. Davis. Do 
ae 4 . . . . . . . . ae 
you make any distinction as between the minimum age for pension eligibility as 
_ between men and women? _ 


. The Wirness: No. 

x By Mr. Ferrie: 
- -Q. You were talking about age 70 for starting this pension scheme, why do 
Boi take age 70? There are some countries where they start the pension at age 
65, I was wondering why you took age 70?—A. I do not think we thought about 
that too carefully, Mr. Chairman; 70 has been accepted, beyond 70 people are 
not able to work, or the number who are able to work is not large, and it has 
been the accepted age in Canada under the old age pension program. I ‘think we 
_ Just accepted it. 

—_ Q. Have you given any thought to taking in people at age 65?—-A. We have 
- given thought to it, yes. : 

The Cuarrman: Yes, they have given thought to it. Now, I am sure the 
a embers of the committee would like to know what your reactions are to the 
- question asked by Mr. Fleming, as to whether or not you would distinguish 
between the ages of men and women. 
Miss Govan: I think, Mr. Chairman, that the committee was a mixed com- 
mittee, and it was thought that there was no evidence as to why women should 
retire from employment before men, and that the tendency in that direction was 
also part of our employment practices rather than’ based on any evidence that 
~ women should retire earlier. 

© Mr. Brown: Equality of the sexes. 

The Wirness: The average difference between the ages of husbands and 
_ Wives in Canada is two and a half years, so if you want to make differential, why 
_ not make it two and a half years or three years at the most? 
_- Mr. Fuemine: The differential in employment practices is more like five 


| years 

_ years. 

4 The Witness: We did not see any reason for that differential in employment 
| practice. 3 
| i? ‘ 
if Mr. MacInnis: I am all in favour of keeping them working. 

Hon. Mr. Horner: Is it not a case that it would be more difficult for women 
| to secure employment at that age than it would be for men to secure employment 


= years older? 

| _ Miss Govan: I think that is true if she has not already been employed, but 
| if she has been in employment continually I do not think that applies. 

The CHAIRMAN: Any other questions on this age feature? 

3 Could I ask the question that Mr. Fleming asked the other day of another 
_ witness about the order of importance as between three factors? Would you ask 
Your question, Mr. Fleming? I believe it is quite important. 


By Mr. Fleming: 
_ Q. It was the question of priorities. Perhaps, Mr. Davis, you may have been 


age when it was asked. We start first of all with three objectives in your plan. The 
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first is abolition of the means test; the second reduction of age—on which you do — 
not go all the way—to 65; and the third was an increase in the basic pension, also 
on which you do not go all the way. The question brought from the witness an_ 
expression ‘as to his view on the relative urgency or priority of these three changes. _ 
Would you care to comment on that?—A. I think the logic of our brief would — 
suggest that we would put the abolition of the means test first, and universality, — 
by which I mean reaching all the people that are considered eligible under the © 
program, second, a thing which an insurance program does not do, for example,— — 
Q. Excuse me, that is all part of the first one, that is abolition of the means — 
test. The second one is reduction of the age from 70.—A. I am in favour. of reduc- — 
ing the age to the point where those who need the program get 1t. 
Hon. Mr. Kine: (Joint Chairman): And there is a needs test? 


The Wirness: And thirdly the adequacy of the pension. That would be — 
the order. That is the logic of the program. Now, whether that is the way I 
would work it out myself is something else again. 

Mr. Freminc: That is the way that Mr. Conroy rated the priorities among — 
those three factors. 1. 

The CuarrMAN: Could we proceed to No. 5 now? 

Mr. Fieminc: I have a question on No. 4. 


The CuarrMan: I am sorry. No. 4, residence qualifications. 


By Mr. Fleming: 


Q. You start by saying “A federal residence requirement, possibly of five — 
years, would be necessary to discourage an influx of persons from other 
countries,’—Mr. Davis, do you not think five years is pretty low, especially — 
if you are contemplating a reduction in age to 65? It would mean that if you — 
had a substantial number of people coming into the country at age 60 it would - 
require only five years residence, and at age 65 if they are not employable for 
one reason or another, they would automatically qualify. Is that not going to 
throw. a pretty heavy ‘burden on the fund or the consolidated revenue fund, 
as the case may be?—-A. We do not have any strong argument on this. Five 
years is the period to establish citizenship. We take the position that in our 
society we are going to provide for old people who are citizens one way or another. 


Mr. Crouu: Or who are not citizens. 


\ 


The Wirness: Or who are not citizens. And we thought that five years were 
enough to indicate they were permanent residents of the country and so we 
took five years. = 


Mr. Fiemine: You are not giving any account to the fact then that if the 
plan is contributory they will have contributed only for five years and if it 
is not contributory they would not have paid taxes for more than five years. _ 
They will be doing pretty well compared with Canadian born citizens or a man 
who immigrated into this country as a young man and contributed taxes during 
his life time. > $l 


Mr. Knowtes: Do not forget, Mr. Fleming, you want to go to Colorado. 
Mr. Fieminc: I expect I shall see you there too, Mr. Knowles. a 


The Wirness: We were not approaching this program in terms of what 
you earned, it was in terms of human need, and we felt that people who hac 
been here five years should be looked after and this was the best way to look 
after them; each generation providing for the old people as they come along. 
What you would save in that would be a small amount because, as I say, they 
would become a burden on the general assistance program in any event. y 
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By Mr. Ferrie: 


Q. Do you think if you sate the age limit ‘abi to 65, and gave a 
pension of $40 a month without any means test that you would interfere with 
what you made a statement on at the start, about the overall picture of a 
- national security system?—A. It would put quite a dent in it. It all depends on 
- the dispositions of the Canadian people to make their disposable income available 

for this purpose. 
, Q. But do you think the people will do that? Do you think the young 
fellow of today will go out and try to pay for the scheme which I just mentioned? 
- Do you think, from the information that your organization has, that the people 
of this country will be willing to go out and pay for a system of that kind?—A. 
Well, Mr. Chairman, I hope I am not censoring human nature but I think it 
- will be very difficult to get them to pay that amount; it will come to something 
over $500 or $600 million a year; that is the amount that would be required 
for that program immediately; it would be a very expensive program. 

Q. The reason I asked the question was that we have had organizations 
here before us saying that it could be done and that they were willing to 
do it. Do you think your organization is willing to do it?—A. I do not think 
I can speak for my organization at that point. I think there would be quite a 
difference of opinion as to whether that would be the next desirable step in 

building up a well rounded social security program. 

Q. You do not get my point, Mr. Davis. What I was trying to get at was 
this: do you think that the $40 a month without a means test payable at age 
65, will injure the other scheme of making a national security system for every- 
"body ?—A. Mr, Chairman, I think it depends on what you mean. Do you 
-mean “injure” in the sense that we are not likely to get it? 

@. No, you would injure it in that you would discourage the younger 
"generation by taxing them too much at the start.—A. I think that would be the 

Immediate effect. Whether they could be educated over a period to pay for 
other things as well, I do not know. At any rate, we de not think that is a 
practical proposition at the moment. 


4 
1 
4 


By Mr. Croll: 


Q. You do not think what is not a practical proposition, Mr. Davis?—A. To 
Include everybody 65 years of age and over. 

/  _Q. That is your answer?—A. Yes. 

=  Q. I See. 

The CuatrrmMan: Any other questions on this subject of residence require- 
Inents? 

| No. 5. Then, “The pension should be paid to Indians and Eskimos.” 


Ag 


Mr. Brown, will you comment on this? 


) Mr. Brown: I will be very glad to see the old age pension paid to the 
| Indians and Eskimos of Canada as recommended by the Indian Affairs Com- 
' mnittee over a period of years to this House of Commons. I do not think I should 
| prolong my comment. I think it should be given to those people. I am glad 
to see it is recommended by the Welfare Council. 


Mr. Larna: I think age determination would be a difficulty in this. Some 
_ Indians tell me they are 175 years of age. 

4 

= | 


<a a 


Mr. Knowues: It should be retroactive for them. 
Mr. MacInnis: Have we finished with No. 5, Mr. Chairman? 


_ The Cuarrman: No. 6. “Veterans in receipt of war service pensions should 
e eligible for the pension on the same terms as civilians.” 


62557—33 | 
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Mr. MacInnis: I would like to ask a question on this: I think it has been | 
customary in Canada not to reduce the veteran’s pension, that is the disability — 
pension, because of any other income that he may receive. You are proposing 
now that a veteran’s income be—Oh, no, you apply that to the war veteran’s — 
allowance. 

The CuatrMANn: Yes, only, Mr. MacInnis. | 

Mr. Crotu: The war veterans allowance is given at a lower age than he 
suggests. 

The CuarrmMan: These veterans allowances are.on a needs test basis. 

Hon. Mr. Kine (Joint Chairman): There are veterans receiving pensions — 
much below $40 a month. They would naturally come in on the improved | 
situation. q 

The Cuarrman: Shall we proceed to No. 7? “The plan should be admin-— 
istered directly by the federal government.” , . 

Mr. Fueminc: On No. 7: we have a recommendation here for complete — 
administration by the federal government. I think that administration would — 
be much facilitated by the flat rate, Mr. Davis. I would like your comment, 
if you would give it to us, on this feature. We have had a defence at an earlier 
stage of the proceedings on the flexibility that is permitted under this system — 
of provincial administration in this far flung country. 7 

The Cuatirman: Do you mean on a universal flat rate pension system? 

Mr. Croxtu: No, administration under the flat rate. | 

The CuatrmMan: No, the administration under a universal flat rate pension. — 


Mr. Fiemine: Yes, a flat rate pension, just what we have today, a flat basic — 
pension with administration in the provinces. | 


The CHAIRMAN: It is a means test system that we have. 


Mr. Fiemrine: I would ask Mr. Davis to comment on this theory that was 
put before us at an. earlier stage of the proceedings that there was some ~ 
advantage in having local administration, that is to say, provincial admin- 
istration, because it permitted of some degree of flexibility in. your approach. 


The CHAIRMAN: Who said that? 


Mr. Fiemine: Just a moment. That was applied particularly to a means 
test basis. Under the present system. I gather from the presentation that there 
is some peculiar advantage in having administration in the hands of the prov- — 
inces. But for my part I cannot see much in the point, certainly if you have a 
flat basis without a means test, such as you are proposing here.—A. I could only — 
say that to the extent flexibility is possible or desirable in a program there is | 
something to be said for provincial administration. In our system, which is a 
flat payment invariably across the country, we do not see any advantage. There 
is no possibility of introducing flexibility; therefore why complicate the plan 
by having ten administrations instead of one? : | 

(. Consider the group of 65 to 69; is there any problem there from the point 
of view of centralized administration?—A. We would prefer to see that dealt 
with by regional boards rather than by the provinces. I think Dr. Blair raised — 
the point that the hometown doctor might have difficulty refusing a patient. 
That does come into it. I think you might get a more personal treatment of the 
situation if it were kept out of local considerations. 

Q. That is just a matter of choosing your medical doctor. That is not a 
question touching the over-all problem of administration. This group has & 
definite preference in favour of an administration which is exclusively federal! 
—A. We think it would give a simpler set-up, and it would give better admini 
stration for the 65 to 70 group. | 
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By the Chairman: 


Q. If this group were under a means test system instead of a health test 
_ system, would your opinion be the same?—A. In the chapter in our brief which 
deals with the present program—lI think it is section 4—we recognize flexibility 
in the present program. But I think we wonder if flexibility has not gone a little 
bit too far; and even in a means test program, whether there might not be advan- 
tages in having not absolute uniformity but a greater degree of it than we have 
now. You would have flexibility under a federal administrative plan, and we 
_ think that would be the way to do it in this program. We have not envisaged 
the means test program, so I would not want to be pressed too far on that point. 


By Mr. Knowles: 


Q. If you modified your 65 to 69 proposal on that point you would still 
advocate payment of 100 per cent by the federal government?—A. Yes. 

@. Which does away with one of the reasons for provincial administration 
of the present plan?—A. It would be two parts of one program rather than two 
- separate programs. 

Q. At the present time it is not really a federal program. It is in the nature 

_ of a federal grant- in-aid program to the provinces? 


By the Chairman: 
Q. To a certain extent. I do not want to press any questions on this, since 

you say—A. Do not worry about me. 

; Q. But if under a means test system for people 65 to 69 the provinces were 
asked to pay their share, of course you would agree that it would have to be a 
_ provincially administered scheme?—A. I think some of the provinces might 
even be willing to pay part of the shot if you would do the administering. 

Q. Yes, but some only?—-A. Yes, some only, perhaps. 


as By Mr. Fleming: 
j - Q. Governments attach a lot of importance to the office from which the 
cheque goes out to the individual recipient or elector?—A. Yes. 
-* The Cuairman: We have felt it. 
Mr. Fieminc: You felt it before last June. 
Mr. Brown: Where does the old age pension cheque come from? 
| 


The CHatrMAN: The provincial governments. 


By Mr. Shaw: 

Q. There might be some merit in that from the provincial point of view. 
Let us not forget that those same cheques cause provincial governments some 
embarrassment, because many people think that the old age pension with all 
| its shortcomings, comes under a provincial Act.—A. I feel that I have evaded 
| this a little, but I have not done so intentionally. I can only deal with 
) principles. There may be political and other considerations which would make 
) it necessary— 


1a By Mr. Knowles: 

| Q. Nobody here would think of those things!—A. — which would make it 

- hecessary for the provinces to administer a program of the kind you are 

talking about. But we would say, as a matter of principle, that there is no 

| Teason why the federal government could not administer a means test program. 

There is nothing in the means test which makes it a provincial matter. You 
night have the means test better administered if you had the thing set up on 
more unified plan. 


e t 
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By the Chairman: 


Q. I do not know if the members of the committee will agree with me, 
but I believe that sections 8 to 13 cover the financial aspects of the proposal and 
I suggest they could be taken together. Are there any questions on them? ; 


By Mr. Shaw: | | 
Q. Would you care to express a view on what is mentioned in section 8? 
Has your council any preference among those three methods of financing ?— 7 
A. Our board discussed this matter and came to the conclusion that if I were — 
asked about it I should simply say: These are alternatives. We do not pretend — 
to be authorities in the field of finance. So we leave it to you to figure out the © 
best formula. 4 
Mr. Crotu: Did you have any figure in mind, Mr. Davis? Did you play ; 
around with any figures—percentage figures? I mean we are all business men— 
was it 4 per cent, 5 per cent, 6 per cent, or 7 per cent, or what did you play 
around with? | 
Mr. Knowues: Mr. Croll would like to lend you a pair of dice? ; 
The Wirness: All I can say is we did, with the help of real, or psuedo 
fiscal experts, get figures and look at them. I think we have a sober realization — 
of the size of the tax load that such a program as we have mentioned would — 
involve. We are not dodging that issue at all. 
Mr. Crouu: No. ‘gi 
The Witness: It means money, and the money has got to be raised but, 
if you ask us how and on what basis we should raise it, then there are so many 


judgment. 

I will add this as a footnote: I think we recognize the great strength of — 
the contributory program. The only strength the program has, in my judgment — 
as I said, is that to the extent it is insurance it does not do a job, and to the © 
extent it does the job it is not insurance. It has this great strength: it places — 
the responsibility on the individual citizen. The fact that there are annual 
contributions which he makes gives him a sense of responsibility for his own 
maintenance in his old age. We would like to preserve that feature of the — 
contributory program—some of us at least would—in this new program and 
therefore while I think no agreement was reached and no decision was made, 
perhaps the majority of our group would favour an earmarked contribution — 
for social security; provided in that way we worked out a system of graded 
contributions which would not be regressive in incidence and provided that the — 
bulk of the cost of the program could be secured in that way. We do not 
see any point in only getting token payments from people that way and having 
the great bulk of the payments taken out of consolidated revenue. If that is 
what is involved we had better take it all out of consolidated revenue in the 
beginning and not have a camouflaged self-help kind of program. ‘ae | 


By Mr. Shaw: 


Q. Referring to the second paragraph, does the witness have in mind the 
exemptions presently allowed under the Income Tax Act? You say that the 
tax should be on incomes above certain amounts which are considered necessary 
for a minimum standard of living? Did you toy with those income levels?—A. 
We toyed with the special exemption level now allowed old people—that might 
be withdrawn because of this new program. . 4 

Q. That is the $500?—A. Yes. ae. 

Q. And then what about the $1,000 and the $2,.000?—A. We did not set 
a particular figure. 


® 4 
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By the Chairman: 
Q. As a matter of principle you say it would be a good thing if people 
_ knew that they paid for what they got?—A. We want them to get what they 
_ pay for and not a good deal more than they pay for—otherwise the whole 
- idea would seem to break down. 
Q. But you would not object to a combination of the two?—A. No, but we 
would like, if there is a combination, to see more than half come out of the con- 
tributory fund and not just a token payment. 
; Q. If it is a social security tax would you include in that part of it which 
you describe as “more than half” the employer’s contribution, if there was to be 
one?—A. Well, we did not discuss the possibility of an employer’s contribution 
except that which the employer himself makes in his own returns. 
Q. No, but suppose there is more than that? Would you include it in the 
more than half part which you mentioned?—A. I would not think so because I 

_ would not think that would be in line with the self-help principle. 
| The whole question of whether employers should be taxed for a program of 

- this kind is again a fiscal matter. From my point of view, to the extent the 

employer pays, you are discriminating against him; to the extent he does not 

_ pay, which is the more usual result, you discriminate against the consumers— ,. 

most of the people. We would prefer to have this tax collected at the point 
where it cannot be passed on. That is our proposal, 


By Mr. Corry: | 

Q. Did you consider lowering the exemption for the purpose of social secur- 
ity revenue only?—A. Well— 

The CuatrMan: The exemption levels for income tax now are $1,000 and 
$2,000. Would you keep the same exemption levels for the purposes of the social 
security tax? — 

The Witness: We simply said, in terms of principle, that we feel there is 
no point in reducing the exemption to the place where the man who is paying 
the tax has less to live than the old person who gets the benefit from the program. 
We would like to have a minimum level maintained—whether it should be $2,000 
and $1,000 or whether that exemption should be pressed down, we do not say. 


Q. What do you think, Mr. Davis? Give us some idea? We are trying to 
find ways of raising money and we have had it suggested that the $1,000 is too 
high. What do you consider is a good figure? You have had a lot of experience © 
| in that line?—A. I think this would be a good question to pass on to Miss Govan. 
| She made the studies in our cost of living survey. 


Miss Govan: We discussed to some extent and played with the figure of $750. 
The CHArRMAN: For single people? 
Miss Govan: For single people. 
The Cuarrman: And $1,500 for married people? 
Miss Govan: Yes. 
The CuairMan: Anything for children? 
Miss Govan: We did not discuss any specific figure there. 
~The CuarrmMan: But the principle was what? 


Miss Govan: On principle I think we would allow a deduction for dependent 
children. 


The CuarrMAn: The same dependencies as exist in the Income Tax Act? 
Miss Govan: Yes. 


at 
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. ‘ yet 


Mr. Fueminc: Mr. Davis, I am wondering how far you are going in support 
of the contributory basis. I did not get the impression from your statement this 
afternoon, nor from reading the brief, that the Welfare Council supports the 
contributory or the earmarked contribution basis as strongly as it has perhaps in 
recent years? Has there been any change in the view on that subject? ® 

The Witness: Yes, I think we have all changed our minds on contributory — 
insurance. : 


Mr. Brown: Since when? 


By Mr. Fleming: ; 
Q. Since 1945? That was the period I was thinking of in my question?— — 
A. Well I think all of us—I will not speak for all of us but for myself—I think 
my own thinking on the subject has undergone some change or, perhaps not 
change but development, as I have become aware of some of the inadequacies in 
the orthodox ‘contributory insurance program. 4 
Q. By orthodox you mean the kind that— —A. The kind that tries to relate — 
benefits to contribtuions to a greater or less extent—to the extent that they relate — 
them. Toa great extent they do no give you coverage and they do not provide for — 
groups in the population which need benefit most; to the extent they relate them 
only very tentatively and tenuously then they are really not insurance. a 
You set up an expensive apparatus to do nothing socially useful or socially 
effective. a 
Q. Would this be a fair way of putting that? I gather there has been some 
change in either your thinking or that of the Association over the past five 
years?—A. I think that is a fair statement. # 
Q. And you see advantage in coverage and probably ease of administration 
—A. That is right. 
Q. —in getting away from the insurance principle?—A. That is right. 
Q. Also, I suppose you see some greater ease in getting away from the 
means test, perhaps, but I would like to put this to you for information? Assum- 
ing a flat benefit and eliminating the graduated benefit that you regard as a 
feature of the orthodox insurance basis, do you not see any benefit in the idea 
of earmarking contributions rather than just dipping into the consolidated — 
revenue fund to pay benefits?—A. I have said one advantage of the earmarked 
contribution is that it does carry over to an extent that feature of the contri- 
butory insurance program and while we did not reach any agreement and we 
did not make any recommendation on the point we do put this forward as a 
possibility. On the other hand I think people have become more sophisticated in 
the modern world, at least about social security matters, over the last. genera- 
tion. We have come to expect social security as part of our way of living, and . 
we know that social security programs have to be paid for. When they are 
SG out of taxes they are paid for by you and by me and by every ordinary 
citizen. 
Harmarking is simply a device for the juvenile citizen who has not. grown 
up to the place where he knows that all these things are paid for by the people 
When you get to the point where you recognize that, then you do not need to 
have earmarking any more. ¢ 


By Mr. Croll: a 


_ Q. I want to follow up that juvenile matter. Did I understand you to say, 
‘In response to the question a minute ago, when someone asked you your views — 
with respect to payroll tax, that you did not like it because it would give an — 
opportunity to pass on the cost?—A. To the extent it does, we do not like it. 

Q. Well, following on from that, you will agree that if we take on a 
pee 70 at “X” dollars, that will be a cost to all people of Canada 
SPrkks es. G 
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Q. Is there any fairer way to divide that cost than on production?—A. Than, 
on production? 

Q. Yes?—A, No, it has to be paid for out of production. 

Q. Yes, that is wie I am saying. Did I not understand you Bint 


I thought you did not think it should be passed on the consumer?—A. Well, my 


point is—and come on, help me Miss Govan? 

@. You do not need help, but I may have misunderstood you originally? 
—A. I am going far beyond the brief and far ‘beyond any authority my board 
of governors have reposed in me. It would, however, seem to me that social 
security in a mature society is just like any other cost of society—whether it is 
defence, whether it is education, or whatever it is. It has to be paid for and 
it ought to be paid for through a system of taxation that follows the best 
modern principles. If those modern principles are not being followed under the 
present fiscal policy then somebody ought to get after the departments 
responsible and see that those principles are followed. If you get a progressive 
system of taxation then all these things, in that kind of society I think, could 


best be handled in that way. 


Hon. Mr. Horner: I must make this remark because I may be considered 
juvenile. There is one thing that we want to consider in all this, when speaking 
of growing up in a country. If you were to use the expression that we are 


- becoming socialistic or having socialism then I could understand you, but it must 
be distinctly understood that if you are going to have a contributory pension 


plan it is simply another system of paying that money in to be handled by the 


- government. You are saying to a young man “Here, you have not the necessary 
- qualifications nor ability to provide for your old age, and you will pay into the 


government so much and we will take care of your money”, and the government 
will provide for him. 
That is what we are ort You spoke of pensioners’ needs, but if you 


abolish the means test you are not considering need at all. You are recommending 


a purely socialist scheme? 


The Witness: I do not want to argue about it. I do not know what socialistic 


- means any more than it is social, certainly. Whether it is socialistic or not, I 
think there is a recognition in the modern complicated industrial society that 


some kind of provision has got to be made against the hazards of hving which 
_ the individual cannot take care of himself. 


Mr. Benipicxson: If that was not so we would not have this committee. 
Mr. Croitu: The figures show that 3 out of every 4 old age pensioners in 


this country are virtually destitute. 


By Mr. Brown: 
Q. Your idea was not to build up any fund but a pay-as-you-go plan as 


_ you have in your brief?—A. Yes. 


Q. In that event, supposing there were a period of depression what would 


~ you do?—A. Well we have suggested that the amount of the pension should be 


A 


ealculated with considerable reality. This is in number 9: “In order that the 
rate of taxation or contribution would not have to be varied annually, a rate 
should be set which will provide, averaged over a period of years, the amount 
mots to pay the benefits”. Some kind of contingency fund would be included 
in our thinking. 

Q. A pay-as-you-go fund?—A. Yes, with cyclical budgeting. 

Mr. Benwwicxson: I was interested in Mr. Croll’s question and I judged 
_ that he was asking what your objections were to what I would take would be a 
percentage tax on payroll, levied against a business. You feel that is less desir- 
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ee 
§ 
able than a tax on income—inasmuch as it would almost be bound to be passed | 
on to the consumer—it would be one of the obvious costs of doing business. 


The Wirnnss: Yes. . 

The CHatrMan: If we have exemption levels for purposes of a social security _ 
tax, would you not think that those people who are exempted should, to a certain 
extent, participate in the cost of those pensions? If what Mr. Benidickson calls 
the payroll tax was passed on to the consumer, that would be a way of doing it 
as well? 

The Witness: Well I assume this program would be paid for on the basis 
-of people’s ability to pay for it—to the extent the money is derived from con- 
solidated revenue and everybody contributes to the consolidated revenue whether 
they pay income tax or not. Income tax is only part of consolidated revenue. 
I have forgotten the figure but I think it is $530 million, which does not include 
corporation income tax which would make the amount up to about $1 billion 
- from income taxes of all sorts, and then there are the other taxes such as sales 
tax, excise, and what not. There would be plenty of chance for the citizen who- 
is not an income tax payer to contribute rather handsomely to the total amount. 

Mr. Suaw: One thing that has intrigued me very much since we have started 
here is that more and more attention has been given to this question of earmarked _ 
taxes. We are told it is socially good, that it develops individual responsibility, 
and that it is psychologically good. However, we did not talk that way about 
family allowances and we have not talked that way about the other aspects of 
government service. Suddenly, for some reason we have begun to lay muc 
emphasis on earmarked taxes. 

The CHarrMAN: Mr. Shaw, may I interrupt you to draw to your attention — 
the fact that there is a great difference in the fundamental principles involved ~ 
in family allowances. There is a difference in principle between family allow- 
ances and old age pensions; an Old Age Pensions Act may provide for the pay- 
ment of the benefits over a number of years. It is the same thing with workmen’s 
compensation, that is done through contributions provided by employers, and it — 
is the same with—what is that other one?—unemployment insurance, which is | 
provided for by contributions; because they all hold something of the insurance 
system while family allowances cannot be put on any insurance basis. 


Mr. Knowtzs: But there is no basic reason why old age pension should 
not be in the unemployment insurance category rather than in the family allow- 
ances category. 


Mr. Fiemine: May I suggest, Mr. Chairman, that we are getting into the 
field of conjecture and I think while we have Mr. Davis here for the few 
remaining minutes we should let him have the floor. . 


The CuHatrMan: That is right, I just wanted to clear up this statement of 
Mr. Shaw’s. 4 


By Mr. Fleming: 


Q. I would like to go back to this point so that I may be clear on Mr, 
Davis’ views. You indicated a change of thought on this question of the Tae 
of contributions, a change of thought which has become apparent in recent years 
I wanted to ask you in connection with that whether you had reference to 
your own thoughts on the matter, whether you were expressing your own opinion 
or that of your organization rather than that of the country? I have in mind 
the expression of opinion you made with regard to this being taken out of the 
consolidated revenue instead of out of a separate fund, or being paid for out 
of earmarked contributions. I was wondering whether that represented your 
own views or the views of the Welfare Council?—A. I do not think I can answ or 
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that question, Mr. Chairman; not because I want to evade it at all, but because 
— quite frankly we did not reach, either in the committee that prepared this 


brief or in the board that discussed and approved it, a conclusion. There are 
some members from our group who feel quite strongly that an earmarked con- 
tribution is preferable because they like to keep that sense of responsibility 
on the part of the individual. There are others who take the position that it is 
really only a matter of bookkeeping and that it is not an important consideration; 
but I myself, am really not able to say that it is the majority opinion. 

@. You made reference to a booklet there commenting onthe proposal to 
which reference has been made, and I believe you referred to a change in thought 
which I took it applied to yourself or the Welfare Council.—A. No, I think there 
has been a change in thought throughout the country. Family allowances have 
been mentioned. I think that among the other contributions made by our family ~ 
allowance program is the contribution which it has made to social security 
thinking in this country. I have heard the American say that you in Canada 
have skipped the insurance stage in your thinking—and that was the comment 
of sophisticated Americans—they say that it is the logical and right way 


_ to get people to make contributions of this sort. They say that we cut through 


that, that we cut through it with our family allowance program and it didn’t 


_ bankrupt us, and, as you know, that was approved by most of the people 


concerned. 
Mr. Knowtess: Yes, it passed: unanimously in the House of Commons. 


The Wirnsss: And that has brought about a change in our thinking, that 
family allowance program, and there are those in our group who favour a 
contributory insurance program. 

Q. But what I am trying to get clear is this: Is the opinion you are expressing 
your own view or that of the Welfare Council? That is what I am trying to get at. 
—A. I think it is in accordance with the view of the Welfare Council. I think 
that is all I can say. I think it can be said that within the group who make 
policy in the Council the insurance point of view, that is the one which admits 


of real contributions to income is more or less secondary, but that point of view 


is not non-existent but is on the decline. Now, the variation of that point of view, 
which is that there might be a program set up for a flat rate program—I think 
I can say that is the majority point of view. It might well be the majority point 
of view but no action officially or otherwise has been taken on it. 


Mr. Suaw: That would mean that earmarked contributions to an insurance 
scheme would be justified. 


The CuHarrMAN: That is a matter of opinion. 
Mr. Crouu: Mr. Chairman, I was somewhat interested in what Mr. Davis 


said because those of us who have had an opportunity of studying the American 


system share his opinion on the suggestion that. we would be moving on to that 
in this present brief—I think what he has said was well put. 


Mr. KNowtes: You have already indicated, Mr. Davis, that you feel that it 
is juvenile to think that the total earmarking of contributions for one system gets 
away from the fact that in the long run you have the community as a whole pay- 
ing for all levies. That being the case do you see any objection to people paying 
such extra contributions as may be necessary to finance the old age scheme right 
in the income tax structure itself? 


_ The Wirness: I would say that is a psychological and political question. I 
think it depends on whether the people of Canada will accept that method of 
financing it. 


~~ Mr. Crotu: What do you think, you are the people. 


i 
+, 
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The Wrrnzss: I would accept it myself. The use of earmarked contributions _ 
made especially for old age seems logical to us. The question as to Just what 
amount of money would be involved in making those payments is a rather con- — 
troversial one. I have stated that it would take a fairly small amount over a period | 
of years—for instance, the working life of the average worker is 30 to 40 years. 
If you accept that as a standard the minimum contribution required to sustain 
such a program would be of the order of $30 to $40 a year. 

Miss Govan: No, $480, I think it is. ‘ 

The Wrrness: I think she is right. If you are talking about the working 
life of a person and that that maximum rate is to be met by finances which come 
through contributions to a large extent, then it becomes a matter of proportion in 
relation to the whole of the financing remuired. In our thinking, unless a real — 
contribution is made to the pension fund it loses its value and you might reach ~ 
the stage where people might decide not to support it. ; 

The CuHatrMan: You have been talking about a floor to a social security 
tax at different levels. Have you given any thought to a ceiling of let us say $5,000, 
that would mean that a rate of 2 per cent would produce a maximum contribu- 
tion of $100 a year. Would you approve of such a system? a 

The Witness: I was not thinking so much along lines of income as working ~ 
out the amount of contributions. | q 

The Cuarrman: What I have in mind is the setting of a ceiling above which 
this 2 per cent tax would not apply, and for convenience I chose the hypothetical — 
figure of $5,000, which at a rate of tax of 2% would yield $100. What would be 
your reaction to that? . 

The Witness: I feel that particularly in a large program of this kind, a 
complete social security program, that it is only logical that some such ceiling — 
should apply. : . 

The CHarrMAN: But if you had people paying a social security tax above a — 
stated amount each year—let us say if 1t was more than the amount which 
would provide an annuity ensuring them a larger benefit than they would get by — 
reason of this pension benefit at age 70 at. a flat rate—they would not be interested — 
and it would not be fair to them. - 

The Witness: There is logic in that, but what I was thinking of was why — 
make $5,000 the limit? 

The CHarrMAN: I was only giving that as an example. 


The Wirness: The figure I have here which comes from a relatively reliable 
authority is $35.26 a year—I may be wrong on this figure, but that is what it~ 
looks like in my writing—that would be the amount required to produce an 
annuity of $40 a month at age 70. qj 

Miss Govan: I think the figure is $3.52 per month. I think that is what it 
is; but even so it is a very small amount. Now, if you are going to have automatic 
contributions why should you not collect more than that from anyone, because 
that would not be enough to pay the cost of the scheme; why would you set this 
limit of $5,000? | 

Mr. Crott: The chairman just put a hypothetical question. Any scheme 
that we will put forward will be much cheaper than anything available to any- 
body any place in Canada for comparable money. There is no question about 1. 
that, because collectively we can do it on that basis. What I wanted to ask you 
is this. In your contact with the various social agencies and social workers can 
you tell us this: are the people prepared to pay for this special service? That is 
a very important question. You are the one who is out meeting these people 
and I just wondered if you could tell us that. ia 

The Wirness: It is a very difficult question. I think the Gallup poll would 
be the better people to ask that of than social workers. 
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By Mr. Ferrie: 


Q. Mr. Davis, I asked a question with eat to the pension that you are 
talking about, $40 a month? If the government will pay that without a means 
test, what about the private pension? Would you add the other to the private 
pension?—A. We would not interfere with any private pension that people 
might have. 

@. You would not interfere at Ayia G Oh, no. 

@. You think it should actually be added to the private pension?—A. Oh, 
yes, the $40 at 70 years of age has nothing to do with a person’s other Pp 
he may have any amount of income beyond that $40. They get the $40 as 
matter of right at age 70, and it is up ‘to the government through the cae 
Tax Department to deal with their funds. 

‘Mr. Fiemine: You mean to say that no matter what income a person is 
getting from private pension plans that amount is of no concern to the govern- 
ment at all? 

The Witness: Not at all. 

The CHarrRMAN: Miss Govan and Mr. Davis, the members of the committee 
- join with me in thanking you very much for your presentation and for the very 
interesting discussion that arose out of your statements. We members of the 
committee also wish to thank you again for your brief which is very compre- 
hensive. 

The Wrrness: I hope you feel, Mr. Chairman, that I was sincere in what 
I said at the beginning that we came here to learn as well as to testify. 

The CuHairMAN: Thank you very much. 
Tomorrow morning at 11:00 o’clock we will meet in room 430. That is a 
correction on the notice you have received. 


—The committee adjourned. 
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APPENDIX 


PENSION PLANS IN CANADIAN INDUSTRY 


PREPARED BY THE ECONOMICS AND RESEARCH BRANCH OF THE 
. DEPARTMENT OF LABOUR 


(Reprinted from The Canada Gazette, April, 1950) 


At present approximately one million workers in Canada, or about one in 
every four wage and salary workers, are covered by group pension plans. 
The number of these organized group plans is estimated to be close to four 
thousand. Under these plans provisions are made for workers to receive a 
regular income after retirement. Almost all of the plans now in existence have 
been inaugurated since 1900; more than three-quarters in fact since 1939. 


The present article makes some reference to the growth of these indus- 
trial pension plans over the past fifty years and analyses the main features of 
The article also deals briefly with some of the advantages 
and limitations of these plans. Finally, reference 1s made to the relation of 
these plans to the broad problem of old age security for all Canadians. 


existing plans. 


GROWTH OF INDUSTRIAL PENSION PLANS 


No information is readily available as to 
the number of group pension plans in exis- 
tence at the beginning of the present 
century, but it is known that at least four 
of the current plans were inaugurated prior 
to that date. The earliest of these four 
plans was introduced in 1874 by the Grand 
Trunk Railway, now part of the Canadian 
National Railways, and is known as the 
Superannuation and Provident Fund Asso- 
ciation! Of the other three plans in effect 
in 1900, two were in financial firms and the 
third was in a manufacturing concern. 

The period since 1900 can be dealt with 
conveniently in two sections: from 1900.up 
to the beginning of World War II in 1939 
and the decade of the forties. In the earlier 
period the growth in the number of pension 
plans was slow—in the latter the number 
increased rapidly. 


Period from 1900-1939 


Over the first four decades of the present 
century there was a gradual extension in 
the number of workers covered by indus- 
trial pension plans. As the general interest 


in the problem of old age security increased’ 


more firms developed both informal and 
formal arrangements for helping to provide 
assistance to retired employees. Most of 
these early plans were initiated by 
employers and were usually of a non- 
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contributory nature as far as the employees 
were concerned. Evidence of the widening 
interest in old age security during this 
earlier period is seen in the increasing 
frequency of parliamentary debates on the 
subject following the first World War 
culminating in the passage of the Old Age © 
Pension Act in 1927.2 This Act inaugurated 
an over-all federal-provincial program of 
limited financial assistance to persons over 
seventy years of age in need of such aid. | 
Most of the pension plans introduced ~ 
during this forty-year period were in 
financial institutions and in manufacturing 
plants. A recent survey reveals that about 
350 of the current industrial pension plans, 
which were inaugurated prior to World 
War II, are in finance, while some 300 are 
in manufacturing.2 Another 175 plans 


1 An earlier Federal Civil Service retirement plan 
was introduced in 1870. The present Civil Service 
Superannuation Act, was passed in 1924. ’ 

2The assistance provided to older persons under 
this Act is not based on any previous financial © 
contributions to an established fund but is paid | 
on the basis of need. The assistance given is paid 
on a different basis from that provided under most — 
industrial plans. ' 

3 An article outlining the results of a survey — 
conducted by the Dominion Bureau of Statistics — 
in co-operation with the Departments of Labour — 
and National Health and Welfare entitled ‘‘Survey — 
of Industrial Pension and Welfare Plans, 1947’, was 


printed in the Lasour Gazette, June, 1949, pp. 
694-700. A 


A 


industry. 
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currently in effect. and introduced in the 
period up to 1989 are in wholesale and 
retail trade establishments. The number of 
current plans introduced during these earlier 
years in the other industry groups is much 
smaller, about seventy-five in all. 

The growth in the size of many financial, 
trade and manufacturing concerns during 
these years is no doubt one factor explain- 
ing the more rapid introduction of pension 
plans in these industries than in some 
others. Besides, manufacturing during these 
years experienced some important changes 
in organization. With the rapid increase 
in the size of establishments and the intro- 
duction of mechanization on a large scale, 
accompanied by greater division of labour 
and job specialization, the work performed 
by independent craftsmen diminished in 
importance. It was during this period, for 
example, that many of the rural artisans, 
including blacksmiths, harness makers and 
wheelwrights, largely disappeared, and the 
proportion of urban wage-earners increased 
rapidly. Those workers who formerly con- 
tinued at their independent crafts now, 
under the changed conditions, were retired 
at age sixty-five or seventy because it was 
found more economic to have their places 
in the plant taken by younger persons. 

These changes in industrial organization 
in Canada, as well as elsewhere, tended to 
focus more attention on the problems of 
workers laid off in their declining years. 
More firms, sometimes on the urging of 
unions, recognized some responsibility for 
the continued security of former employees 
in return for services previously rendered. 
Not much is known on the extent to which 
workers themselves during these years were 
encouraged by unions, employers and other 
agencies to set aside savings for their old 
age. It is significant, however, that rela- 
tively early in this period, in 1907, the 
Annuities Act was passed, “for the encour- 


agement of thrift and the affording of 


greater facilities for making provision for 
old age”, by the Federal Government. 


Perlod from 1940-1949 


Although the growth in the number of 
pension plans was slow up to 1940, some 
foundation was laid for a rapid expansion. 
During the past decade the number of 
industrial pension plans has increased by 
approximately three thousand. The largest 
group of wage-earners covered by these 
plans is in manufacturing in which total 
employment is greater than in any other 
It is estimated that approxi- 
mately 25 per cent of all workers in this 
industry are covered. In transportation 
about 94 per cent of the 194,000 employees 
of Canadian railway companies are covered. 
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On the other hand coverage is much smaller 
in industrial groups such as services, con- 
struction and forestry. In these industries 
there is considerable seasonal and casual 
employment, a fact which militates against 
the establishment of pension plans. 
There are several factors: responsible for 
the rapid increase in the number and in 
the coverage of pension plans during recent 
years. The marked expansion of manu- 
facturing during the war years has given 
added importance to the trends noted 
earlier in industrial organization. Added to 
this, many establishments have had at their 
disposal the funds required to inaugurate 
pension plans. Whether their reasons for 
desiring to set up such schemes, were based 
on economic or humanitarian considerations, 
or both, the state of business during the 
period was favourable for their establish- 
ment. 


Under pressure of wartime production 
needs, employers gave increasing attention 
to personnel problems. With labour at a 
premium it was necessary to take every 
possible step to increase the efficiency of 
labour. 


During the war, the ceiling on wages 
together with the shortage of labour resulted 
in a tendency on the part of employers 
to increase the emphasis placed upon work- 
ing conditions and to provide benefits in 
leu of wage increases. By establishing 
pension plans, employers were able to in- 
crease the over-all economic returns to their 
employees without increasing their wages. 

Another consideration, from the employer’s 
standpoint, has been the desirability of estab- 
lishing a systematic retirement policy. 
Under a pension plan employees can be 
retired without partiality when they have 
reached the age selected as most suitable. 
There is less tendency to retain in employ- 
ment those whose industrial efficiency has 
declined due to the effects of increasing age, 
since their retirement will not result in 
destitution. 

Employers’ decisions in regard to the 
establishment of pension plans have also 
been influenced by the action of the federal 
government in making contributions paid 
into approved pension funds, deductible 
from income as computed for purposes of 
corporation income and excess profits taxes. 

Employees, on their part, have taken 
advantage of their stronger bargaining posi- 
tion, resulting both from labour shortages 
and from larger union membership, to press 
for welfare plans. This pressure has become 
particularly noticeable recently as efforts to 
secure direct wage increases have become a 
somewhat less active issue’ in collective 
bargaining. c 
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Perhaps the most important single reason, 
however, for the increase in pension plans 
during recent years has been the growing 
interest in all forms of social security. Aside 
from this general interest the position of 
the older members of the community has 
been underlined by the higher proportion 
of older people in the population, due 
mainly to declining birth rates and to 
increased longevity.t 

Actions taken by the government during 
the decade in regard to older persons, are 
indicative of this increasing concern of the 
nation as a whole in social security. The 


LEADING FEATURES OF PENSION PLANS a 


While most industrial pension plans in 
Canada show a broad similarity, they may 
vary as to detail’ This is due partly to 
the differing needs of the groups covered. 
Large and small firms are likely to estab- 
lish pension plans of different types. A 
firm with a stable business and a small 
labour turnover will have less difficulty in 
setting up pension and welfare plans than 
a firm in a less fortunate position. The 
kinds of benefits provided, and _ their 
amounts, depend on such factors as the 
financial strength of the company, the 
method by which the plan is financed, 
whether the plan is contributory or non- 
contributory, and the presence or absence of 
other welfare plans for the employees. The 
leading features of pension plans may be 
discussed under four headings:— 


How is the plan administered? 

How is the plan financed? 

What benefits does the plan provide, and 
under what circumstances? 

Who are eligible for these benefits? 


The Table on pages 830 and 831 gives 
a brief analysis, under these four headings, 
of seven Canadian pension plans. Each of 
these plans has been selected either because 
it is typical of plans of a certain kind, or 
because it is important in itself, like that 
of the federal Civil Service. This table 
provides examples to illustrate the discus- 
sion which follows. 


How is the Plan Administered? 


In this respect, nearly all Canadian plans 
fall into two types: some are organized 
.under contracts with insurance companies or 
with the Government. Annuities Branch of 
the Federal Department of Labour; some 
are administered by a board of trustees. 

When a plan is underwritten by an 
insurance company or by the Government 
Annuities Branch, this underwriting organ- 
ization accepts the responsibility for paying 
each employee the pension or other benefit 
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provide the benefits promised. This form 


amount of old age aasigtatine set initially B 
at $20 per month in 1927 was increased on 
three occasions during the past. decade. 
The federal government also introduced, 
beginning in 1949, an additional exemption 
of $500 for income tax purposes in the case ~ 
of persons 65 years of age and over. uf 
All of these factors have given rise to 
much current discussion of old age security 
problems and in turn serve as an added 
impetus to industrial pension plans. For 
this reason it is timely to consider some 
of the main characteristics of existing plans. 


due him under the contract, and in return 
receives annual sums representing the con- 
tributions made by the employee and his | 
employer, or the employer alone, during 
that employee’s working career. The con- 
tributions must be adequate actuarially to 


of organization offers the greatest security — 
to both the employer and the employee. 
Such plans, however, are rather rigid in 
their requirements, and other types may be 
found less expensive in some cases. 

Under a trustee plan, the annual contribu- 
tions are deposited with a trustee who 
administers the funds, paying pensions or — 
purchasing annuities for employees as they 
retire. The trustees are usually selected by 
the employer, and are sometimes directors 
or officials of the company. In some cases, 
both employer and employees are repre- 
sented on the board of trustees. 

This type of administration permits 
greater flexibility in the organization of the — 
plan than is allowed by an insurance co 
pany. Regulations have been established, 
however, by the Pensions Fund Branch of — 
the Department of National Revenue, which 
must be observed in organizing any pension . 
plan if the contributions to the fund by the _ 
employer or the employees are to be allowed 
as exemptions for income tax purposes. 
Perhaps the most important of these 
regulations is the requirement that the 


1In 1949 the number of persons 65 and over 
represented over 7 per cent of the population, in 
1900 it was 5 per cent. It has been estimated thats 
the proportion of the population 65 and over may — 
gradually approach a level of from 10 to 15 per — 
cent of the total population. See Lasour GazerTTE, 
January, 1950, page 26. 12% 
2 The monthly maximum rate was increased to © 
$25 in 1943; to $30 in 1947; and to $40 in 1949. In 
addition to paying their share of one-quarter or 
these amounts some provinces introduced ‘cost of 
living’ bonuses up to $10 per month which are 
eee being paid. a 
3 See ‘Types of Pension and Retirement Pla ns 

in Canadian Industry”, Lasour Gazette, Februa yy 
1950, pp. 191-192. 


employer’s contributions to the pension 
fund must be irrevocable.t In other words, 
if the plan is not insured, ‘the contributions 
must form a trust fund, which the employer 
cannot recover for his own purposes, but 
which must be devoted solely to the pay- 
ment of pensions or other related benefits 
to the employees covered by the plan. 
When pensions are paid from an inde- 
pendent trust fund, instead of being insured, 
it is evident that all the risks of the plan 
such as exceptional longevity among the 
pensioners, must be borne by the estab- 
lished fund alone, instead of being merged 
in the larger pool of risks carried: by the 
Annuities Branch or by an insurance com- 


pany. When the trust fund is used to buy 


_ longevity 
retirement, but some uncertainties remain, 


annuities for employees”as they retire, the 
fund is protected from the risk of high 
among the pensioners after 


_ due to variations in the mortality rate of 
employees before retirement, or in the rate 


of labour turnover. For these reasons, such 


- independent plans are best suited to com- 


employees to make risks reasonably - pre-- 


panies with sufficiently large numbers of 


dictable. The cost of administering a 
trusteed plan is also likely to be excessive 


_ for a small company. 


. How is the Plan Financed? 


The method of financing adopted greatly 


affects all the other features of the plan, 


including the types of benefit provided and 


the vested rights of the employee. Most of 
all it affects the security of the prospective 
- pensioner, who has an interest not only in 
_ the size of his future pension, but in the 


‘ 


general cash reserves. 


certainty that it will be paid. 

In the case of a plan financed and admin- 
istered by the employer, it is possible 
theoretically at least, to operate upon a 
“pay-as-you-go”, basis. The pensions due 
each year are then paid directly by the 
employer from current revenues or from his 
Under such a plan 
there is no accumulated pension fund 
specifically earmarked for the payment of 
pensions. The continuance of pension pay- 


| ments depends upon the continuance of the 


prosperity of the business and its ability to 


carry the plan through a period of reces- 
sion. 


In case of bankruptcy the ex- 
employees would have no claim against the 
assets of the company. To balance this 
lack of security, the advantage of such a 


| plan is that it does not require an initial 


outlay to establish a fund. 

There are practically no pure “pay-as- 
-you-go” plans in Canada at present, due 
Mm part to the requirements of the Depart- 
ment of National Revenue. As _ stated 
‘ADove, nearly all plans are either insured 
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or trusteed. Either of these types of plan 
involves the actuarial calculation of the 
yearly payments which must be made on 
behalf of each employee throughout his 
working career, to provide him on retire- 
ment with a pension of the chosen size.? 
The fund formed by the accumulated con- 
tributions will be preserved in the hands 
either of trustees or of an insuring agency, 
and even should contributions cease, the fund 
wil continue to provide pensions to those 
employees who have retired, and a certain 
sum of money for those employees who 
have not yet reached the retirement age. 

It is evident that the pension which the 
employee ultimately receives will be deter- 
mined by, among other things, the number 
of years during which contributions to the 
fund are made by him, or on his behalf. 
In this calculation no account has yet been 
taken, however, of the past years during 
which the employee may have worked for 
the same employer before the pension plan 
was established. This is a serious matter 
for those employees who, at the beginning 
of the plan, are already close to the age 
of retirement, as they will have only a few 
years of contributions to their credit when 
they retire. If their pensions are to be set 
at rates which take account of their years 
of service before the plan began, an ade- 
quate amount of money must be provided 
in addition to the normal contributions. 

This amount of money is known as the 
“past service liability” of the pension plan. 
It is, of course, gradually reduced as the 


‘ older employees successively retire, receive 


their pensions, and die. That portion of a 
pension paid for years which the employee 
worked before the pension plan began is 
called the “past service benefit”. That 
portion of the pension paid for years 
worked after the pension plan began, and 
during which normal contributions were 
paid to the pension fund, is called the 
“future service benefit”. 

Since it is difficult for employees to 
contribute toward their past service benefits 
in addition to their normal contributions 
toward their future service benefits, the past 
service benefits are usually financed entirely 
by the employer. This can be done on a 
“nay-as-you-go” basis even if the future 
service benefits are funded. The Department 
of National Revenue, however, requires the 
past service liability to be liquidated accord- 
ing to a definite plan, by payment of a 
lump sum into the pension fund, or of 
instalments over a pre-determined period, 


1 Further regulations of the Department of 
National Revenue are referred to below. 

2In the case of ‘‘money purchase’’ plans, the 
annual contribution is fixed as a percentage of the 
employee’s earnings, and the pension paid is cale 


culated actuarially from the contributions, 


Effective Date 
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Main Features 


F Montreal 
of Pension 
Plan Star 
Administration 


Underwriting agency 
dian Department of Lab- 
our, and Insurance Com- 


pany 


Contributions 


(a) Employee contributions |4% of basic earnings 


(b) Employer contributions 
member, plus cost of 
past-service benefits 


Benefits 


(a) Annual Pension Formula 

(i) Future Service 
future service contribu- 
tions given above 
(Money purchase plan) 


(ii) Past Service 
as at effective date of 
plan, for each year of 
past service after age 35 


(b) Vested rights on termin-}Paid-up annuity based on 
ation of employment be-| employee contributions, 
fore retirement age plus a percentage of em- 

ployer contributions if 
service over 11 years 


(c) Survivors’ Benefits 


Over 


JOINT eee 


SELECTED 


National 
Carbon 
Limited 


Annuities Branch, Cana-|Annuities Branch, Cana-|Insurance Company 


dian Department of Lab- 


our, and Insurance Com- 
pany 


3% of annual earnings under|4% of earnings 


$3000—4% of excess over 
$3000 


4% of basic earnings of each| Balance of cost of plan 


Amount determined by|14% of total straight time|13}% of total earnings as a 


earnings as a member of 
plan under $3000 per year 
2% of earnings over $3000 
per year. 


1% of basic annual earnings|12% of annual rate of earn- 1% of annual earnings at 


ings at effective date of 
plan, for each year of 
past service 


15 years 
paid-up annuity based on 
past and future service 
benefits accrued. Under 
15 years: future service 
benefits resulting from 
3% contributions only 


(i) Death before retire--Lump sum equal to em-|If age at death over 55 for 


ment ployee contributions plus 
interest, plus a percent- 
age of employer contri- 
butions if service over 11 
years, and if the em- 
ployee’s death occurred 
after 20 years’ service 
and after age 50, a further 
lump sum equal to all 
the employer's past ser- 
vice contributions plus 
interest 

Gi) Death after normall5 


retirement teed, or other options 


Eligibility Requirements 

(a) Eligibility to join plan 
years service, aged 25-59 
men, 25-54 women. Em- 
ployees past age limit 
receive pension of 1% of 
final salary for each year 
of service after age 35 


(b) Normal age of retirement|Men 65, women 60, earlier Men 65, women 60, earlier|Men 65, women €0 but 


_with pension or later in special cir- 


cumstances 


March 31, 1948 


men, over 50 for women, 
beneficiary receives re- 
duced pension for 10 
years. Under such age, 
total employee contribu- 
tions refunded, with in- 
terest only on 3% con- 
tributions 


years payments guaran-|10 years payments guaran-|5 years payments euaks 


teed, or other options 


Regular employees with 2|/Regular employees with|Regular employees, aget 


one year’s service, men 
under 65, women under 
60 


in special circumstances 


July 1, 1939 


service:|Refund of employee con: 


CANADIAN 


Great 
Lakes 
Paper 


: 


Balance of cost of plan— 
(about 60% of total ins 
cluding past service ben 
efits) 


member of plan 


“se E 


effective date of plan 
multiplied by. years of 
past service minus 5. 


tributions as cash or 
annuity; percentage of — 
employer contributions 
if service over 5 years 


a 


2 


Refund of employee con- 
tributions 


teed 


21 or over, one year rg 
service for men, 3 year! 
service for women 


~ 1% 


under 10 years servi 
men retire at 70, wo me 
65 


April 30, 1947 
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GROUP PENSION PLANS 
George Weston Canadian National Canadian Federal 
be marca joc ena sant 


‘Trustees selected by Board|Canadian National Railway|Future service liabilities|Canadian Government 
_ of Directors - Company as trustee funded under trustees 
R selected by Company 


81% of earnings for future|Zero to 10% of earnings. at|None 5% of salary $1,200 or less 
pension option of employee, toward yearly. 53% of salary 
supplemental pension $1,200-$1,500 yearly. 6% 

‘ 


of salary over $1,500. All 
females 5% of salary 


a of cost of future ser-|Matches employee contribu-|Total cost of plan; periodic|Balance of cost of plan 
vice pensions (4-7%) and tion up to 5% of earnings,| contributions to trust 
entire cost of past service} plus total cost of basic pen-| fund to cover future ser- 
... sions and past service pen-| vice liabilities 
sions 


a of aggregate earnings|Basic pension $300 annually,|1% of average annual earn-12% of average earnings 
while contributor to plan plus supplemental pension} ings during final ten} during last ten years, for — 
unless minimum pension} determined by above con-| years, multiplied by] each year of service up 
(below) applies tributions number of years service! to 35 years 4 


. r employees with 5 years If over 10 years past service,|Same formula as future|Same basis as future ser- 
r 


more past service, prior service pension replaces} service vice,.if employee elects 

to 1946 minimum pension} basic pension unless basic to make contributions 

-. is 30% of 1946 earnings pension is greater. Service for past service. Includes 
s pension—1% average an- overseas service in forces, 
ee. nual earnings for best 10 employment as tempor- 
a years multiplied by years ary civil servant, or other 
oh. of past service (1) pensionable employment. 
id-up pension based on|Employee contributions re-| None Retiring allowance on leav- 
own contributions, also on| funded with compound in- ing befone retirement 

a percentage of employer’ s| terest; no interest on con- age, after ten years or 
contributions if service! tributions during first 10 more service, due to dis. 


over 10 years; or cash re-| years service ability or abolition of 

fund of own contributions position. Under other 
without interest circumstances, adjusted 
retiring allowance, or 
gratuity, or return of 
contributions without in- 


terest ; 
; fund - of employee’s con-|Refund of employee’s con-|Life Insurance Benefit Plan|If 10 years’ or more. ser- 
| tributions plus interest tributions plus interest separate from pension| vice, allowance to widow 


plan, provides $1,500 to} equal to one-half of 
named beneficiary if] . allowance payable tf con- 
close relative, otherwise} tributor had reached re- 
$300 tirement age at date of 
death. Small allowance 
for children. If service 
under 10 years, small al- 
lowance or gratuity 


years ae guaranteed| Dependent on type of annuity|See above sic Allowance to widow equal 
i selected by employee to one-half of pension re- 
eeived. Small allow- 

ances for children 


Ts continuous service,|Basic pension: begin service}All regular employees from|All permanent civil ser- 


under 50, women} before age 45, continue to| date of employment vants appointed after 
der 45 age 65. Supplemental pen- effective date of plan, 
‘ sions: 10 years continuous having passed medical] 
service before employer] © examination; those ap- 
contributions begin; em- pointed earlier who elect 
ployee contributions may to join 
z begin on entering service if 
, under 55 
veal men, 60 for women,|Normal: 65, after 20 years Compulsory at 65 after 15)Retirement permitted at 
earlier under special cir-| Disability: 60, after 20 years} years’ service. 60 
mee ronces Voluntary: 60, after 35 years,| Voluntary at 60 after 30) Retirement compulsory at 
or after 30 years at re-| years’ service 65, with few exceptions 
- duced pension Disability, any time after 
. ez , 15 years’ service 
Jecember 1, 1946 January 1, 1935 September 26, 1919 fast 19, 1924 


C ‘matched contribution, does not equal 1% of average earnings of last ten years, for each year of service 
he erence | is made up by the Company. 
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or of premiums during the remaining years 
of service of the employees concerned. 

The maximum deduction for come tax 
purposes, in any one year, allowed under 
this heading is one-tenth of the total past 
service liability. It is usual, therefore, for 
employers to plan to fund the whole sum 
by regular contributions over a period of 
ten years or somewhat longer. 

Pension benefits for past service, under 
the same regulations, may not exceed those 
for future service. In fact, as the table 
shows, the rates of past service benefits are 
usually lower, in proportion to length of 
service and the earnings of the employee. 
This is most likely to be true of con- 
tributory plans, due to the difficulty of 
obtaining additional contributions from 
employees. 

Within the general category of funded 
plans, two further types must be distin- 
guished: the contributory and the non- 
contributory. Under a contributory plan, 
the employee as well as the employer con- 
tributes to the pension fund. Under a 
non-contributory plan, the employer pays 
_ the total cost of the pension. Plans under 
which the employee contributes, but not 
tne employer, are nowadays rare, except as 
a voluntary supplement to the company’s 
basic pension plan; as basic plans, they 
would not be approved by the Department 
of National Revenue. 


The table shows several examples both of 
contributory and non-contributory plans. 
The survey of pension plans made by the 
Dominion Bureau of Statistics in 1947 
showed nearly 250,000 workers covered by 
non-contributory plans, and about 380,000 
by the contributory type. The latter group 
includes the large railway pension plans. 
Excluding the railways, the survey showed 
that the non-contributory plans were, on the 
average, much larger than the contributory 
ones, since they covered an average of 
about 400 workers apiece, while the average 
contributory plan covered only about 70 
persons.1 

Since pension plans in Canada have only 
recently become an object of collective 
bargaining, it is evident that many of the 
existing non-contributory plans have been 
set up on the initiative of employers. 
Employers may often favour the non- 
contributory type of plan, because of its 
greater economy in administration, because 
the employer is likely to have more control 
of its management, and because it in- 
creases his influence with his employees. 

The contributory type of plan, however, 
also has advantages. From the point of 
view of management, it has the advantage 
of making employees conscious of the cost 
of their pensions. From the point of view 
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“What Benefits Does the Plan Provide? 


_ increased. In such a case the percentage of 


; ; 6 A . Le 
of labour, it increases the financial inde- — 
pendence of the employee, and is likely to — 
provide him with a larger pension and. Ae 


greater vested rights in the pension fund. 


The principal benefit is obviously the 
pension itself. Every pension plan contains 
a formula by which the rate of pension for 
each employee is accurately determined. As 
the table shows, there is wide variety in the 
formulae used, although the majority of 
them show a general similarity. In nearly 
all cases, the annual pension is calculated 
as a certain small percentage of the ~ 
employee’s average annual earnings, multi- 
plied by the number of years of service. 
If average earnings are computed from the — 
employee’s years of highest earnings, or 
from the last five or ten years of employ- 
ment, rather than from his total period of 
service, the rate of pension is usually 


such earnings used in the calculation of the © 
pension may be reduced, for example, from 
14 to 1 per cent, or the contributions may 
be higher, or other benefits from the plan 
may be reduced. 


Supplementary pension plans are some- — 
times provided in addition to the basic — 
pension plans, for the use of employees who 
wish to increase their rate of pension by 
additional voluntary saving of their own. — 
Such supplementary plans are intended — 
especially to serve employees who began to 
work for the firm at a relatively advanced ~ 
age, and whose pension rates would there- 
fore otherwise be low. j 


The vesting policy of a plan is a feature 
which any employee must consider, in esti- 
mating the prospective benefit of the plan 
to himself, in addition to the expected rate 
of pension. If the plan grants vested rights 
to the employee, this means that he has a 
claim to a certain part of the accumulated © 
pension fund. If his employment should — 
terminate, after a certain number of years — 
of service, he is entitled either to a cash — 
payment from the fund, or to a part 
pension at a future date, the amount of 
which will depend on the length of his 
service with the company. | 

Most Canadian private pension plans now 
grant the employee vested rights. \ The — 
employer’s contributions to the fund are 
irrevocable, and the whole fund at any 
time is therefore vested in the employees. 
If the plan is wound up, the fund must be 
divided among the employees, in the form 
of pensions, part pensions, or cash refunds, 


’ 


1Cf. ‘Pension and Welfare Plans in Canadian 
Industry”, in Lasour Gazerre, June, 1949, pp. 
694-700. ad 
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_ depending upon their length of service and 


t 


) | 
/ 


other circumstances. Such provisions are 
required if the plan is to qualify for income 
tax exemption. 

This does not mean that an employee 
who leaves a firm after only one or two 
years’ serviee will enjoy full vested rights. 
If he has himself made contributions to 
the fund, he is always entitled to have 
them returned to him, with or without 
interest, either as cash or as a future 
annuity. But in most cases, he will have 
no claim to the sum contributed by his 
employer on his behalf, unless he has been 
with the company for a considerable number 
of years. Partly as a result of Canadian 
income tax regulations, the most common 
practice at present is to vest part of the 
employer’s contributions in the employee 
after ten years’ service, and to grant full 
vesting after twenty years. Other varia- 
tions are shown in the table. 

This does not mean.that the employee, 
after twenty years’ service, can withdraw 
from the pension fund in cash the total 
sum represented by his own and the 
employer’s contributions. Even if he is 
leaving the company, it may be that the 
greatest cash refund he can obtain is the 
total of his own contributions with or with- 
out interest. To enjoy his vested right to 
his employer’s contribution, it is likely that 
he will have to leave the whole sum, in- 
cluding his own contribution, in the pension 


fund until he can receive it as an annuity 


at the normal retirement age. 
Vesting helps to some extent the older 
worker who finds it necessary to change 


_ jobs, since it provides him at least with a 


part pension, proportioned to the time he 
has spent with the company. It does not 
greatly help a worker, however, who 


changes jobs every five or ten years, since 


this period is not usually long enough for 
‘him to gain full vested rights. 


Who are Eligible for Benefits? 


This problem may be broken down into 


_ two sets of more detailed questions :— 


(1) Which employees are permitted to 
join the plan? How many years of service 
are required before joining? Is there a 
maximum age after which the employee 
cannot join? 

(2) What is the normal retirement age 

for male and female employees respec- 
tively? What is the minimum number of 
years of service required to qualify for a 
pension? 
_ The table gives brief answers to these 
questions for the seven plans analyzed. It 
is evident that these questions are closely 
interdependent. 
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Not ali of the questions are applicable to 
all plans. The question, which employees 
are permitted to join the plan, and at what 
date, applies chiefly to contributory plans, 
since the employee on joining begins to pay 
contributions. Joining the plan is often com- 
pulsory, except for employees hired before 
the plan was inaugurated. 

In a non-contributory plan, all permanent 
employees are usually included automati- 
cally, but a certain minimum length of 
service is usually required before retirement 
to qualify for a pension. 

The normal retirement age is most often 
65 for men and 60 for women. Most plans 
allow earlier retirement on reduced pension 
in cases of disability or under other special 
circumstances. Many plans permit later 
retirement, in approved cases. Two of the 
plans shown in the table set forth, instead 
of a fixed retirement age, a schedule of 
ages at which retirement is permitted, 
decreasing as length of service increases. 

It is evident that the earlier the age of 
retirement on pension, the greater the cost 
to the plan of a pension of given size. For 
this and other reasons, many people now 
consider that retirement at 65 may be 
unduly early. 

Discrimination between different classes 
of employees in granting pension rights is 
forbidden by the Canadian income tax regu- 
lations, especially discrimination between 
high and low salary classes. The coverage 
of the plan may be restricted to certain 
well-defined classes of employees. Part- 
time, temporary, or seasonal workers are 


_ practically always excluded. There may be 


different eligibility requirements for males 
and females. 


Cost of a Pension Plan 


In concluding this section, it may be 
appropriate to mention the principal factors 
affecting the cost of a pension plan, some 
of which have now been discussed. The 
most obvious factor is, of course, whether 
the pensions are large or small. There is 
also the degree of security provided, a 
fully-funded plan being more secure and 
more costly than one partially funded, and 


1A system of pensions payable only in case of 
disability has been established for members of the 
United Mine Workers, District 18, in Alberta, Sas- 
katchewan, and British Columbia. These pensions 
are paid from the ‘‘Welfare Fund” a trust fund 
established as a result of collective bargaining, to 
which the employers pay the sum of fifteen cents 
(three cents in Saskatchewan) for every ton of coal 
sold or used. A pension of $60 per month or less 
is paid to union members ‘‘mentally or physically 
disabled as the result of long service in the coal- 
mining industry’’ to such an extent as to be partially 
or wholly unemployable. 
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a pay-as-you-go plan being the cheapest at 
the beginning, but in the long run the least 
secure. A generous vesting policy is more 
costly than a,parsimonious one. Costs are 
also affected by the age distribution of 
present and future employees, the expected 
mortality rates of employees before and 
after retirement, and of course the retire- 
ment age. Among the numerous other 
factors which might be mentioned are the 


CURRENT ISSUES 


The increased interest in old age pensions 
during recent years, referred to earlier in 
this article, implies much discussion of the 
advantages and disadvantages of industrial 
group plans and of their relation to an 
over-all security program for older workers. 
These more active discussions of industrial 
pension plans spring, to a large extent, 
from a greater emphasis placed on the need 
for pensions for older workers by Canadian 
trade unions. 

Until the last year or two pension plans 
had not been an important factor in collec- 
tive bargaining within Canadian industry. 
The recent bargaining on plans in the 
United Statest and the great concern about 
social security problems shown by Cana- 
dians of all ages, have led some Canadian 
unions to press for pensions, especially in 
industries where no plans are already in 
effect. The establishment of pension plans 
was listed as an issue in a number of 
strikes which took place in Canada during 
1949. Moreover, a recent conciliation board 
recommended the establishment of a plan in 
the automotive industry. 

More detailed information on individual 
industrial pension plans is required to 
assess their contribution towards a solution 
of the general problem of economic security 
for Canadian workers. However, some 
broader aspects of group pension plans and 
of national social security measures for 
older workers might be mentioned briefly 
in this final section. 

One of the principal limitations of many 
industrial pension plans is lack of provision 
for the worker to transfer his full pension 
credits should he change employers. Even 
if the second firm also has a pension plan 
it seldom recognizes the previous experi- 
ence of the worker. The worker’s vested 
rights usually depend to an important extent 
on the length of employment with a com- 
pany. Thus if he is to receive an adequate 
pension he must usually remain at least 
twenty years with a single employer. 

Thig constitutes a restriction of the 
workers’ mobility and often will tie him to 
a given firm even though it may be in the 
interests of the worker and of the economy 


‘rate of labour turnover and the type of : 


_ from job to job may react to the disad- 


which have lengthened life have also prob- © 


administration selected for the plane 

Of external economic factors affecting the _ 
cost of the plan, the most important is the _ 
prevailing rate of interest, which must — 
determine the rate of interest assumed by 
the actuaries in calculating contributions 
and benefits. The decline in interest rates 
since 1929 has greatly increased the cost 


of a pension. 


7 


that he move elsewhere. From the point of 
view of the employer also, the credit of 
the employee in a pension plan may deter 
the employer from discharging him even © 
though he may be less productive than the 
average or redundant to the activities of 
the firm. 


The inability of the worker to retain his 
credit toward a pension when transferring 


vantage of older workers seeking employ- 
ment. Firms may be hesitant to hire 
workers who are relatively close to retire- 
ment age as it may require retiring the — 
worker at a low pension. Such a problem 
is not easily overcome. ‘The basic need 
appears to be for the coverage of all — 
workers or at least for the extension of — 
vested rights» which the worker can carry — 
with him. 


One further result of a pension play is 
the necessity of setting a definite age for 
retirement, usually sixty-five years for men — 
and sixty for women. Against the advan- 
tage of such a retirement policy, must be 
balanced certain disadvantages in the 
encouragement of retirement from the 
standpoint of the individual and the indus- — 
try. In some cases workers on reaching 
the retirement age are still capable of a 
valuable contribution. Medical advances 


ably lengthened man’s potential working 
career. Too early retirement, therefore, 
may be wasteful and may even shorten the 
life of the individual concerned. Besides” 


1The collective bargaining activity concerning 
pension plans in the United States has centred 
about three industries—coal, steel and automobile. 
In these industries the unions have bargained 
for regular employer contributions to a pension | 
fund. The resulting plans are employer financed, 
but it is to be noted that the plans are devised as 
supplements to the Government Social Security : 
program which is employee-employer financed. In 
Canada, no over-all pension scheme exists, and the — 
unions which have bargained on this issue have 
urged a full pension as compared with the partial 
pension requested by the American unions. Almost 
all of the unions which have carried on these 
negotiations for industrial pension plans have been 
mdustrial unions and represent large bodies of 
employees of a single employer. : 


* 


‘ 
there is an increasing number of jobs 
requiring light manual labour which might 


be performed by older workers who would 


otherwise retire into inactivity. 

The initial cost of a pension plan, 
depending on the nature of the plan, is 
often high and once embarked on, the 
current expenses must be paid as an annual 
charge. The total cost of a pension plan 
must also be considered in the light of 


other cost items. In some industries where 


labour costs. are already relatively high, the 
effect of an additional expense may have a 
more important effect on the competitive 
position of the industry than where labour 
costs are relatively small. 

The main over-all limitation of the 
system of industrial plans today, from the 
point of view of the worker, as has been 
stated above, is its restricted coverage. 
Three-quarters of the wage and salary 
workers in Canada today are not covered, 


in addition to most of the “own account” 


and other members of our labour force not 
earning wages and salaries? Many of the 
workers who are not covered could not 


readily be included in industrial pension 


plans. This is one of the factors which 


has led to a demand for a national pension 


* 


program. Representatives of management 
and of labour have recently advocated the 


setting up of such a plan. 


It is evident that the establishment of 
an over-all public program would assist in 


Overcoming some of the difficulties men- 


i tioned above. 


certain other difficulties. 


But the introduction of such 
a plan by the federal government presents 
First, there must 


be agreement between the federal and pro- 


vincial governments on financial arrange- 
ments. A second consideration is the 


magnitude of the cost involved in an over- 


| 


all pension plan. Pension plans at the 
levels now advocated in various quarters 
would require the increase of government 
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social security payments to from one-and- 
a-half to four times their present level.3 
An expenditure of this size on one section 
of the population requires a willingness on 
the part of the remaining sections to meet 
the cost. These are two of the problems 
which the recently established Joint Com- 
mittee on Old Age Security of the Senate 
and the House of Commons has under 
consideration. They are also expected to 
be discussed at the Federal-Provincial 
Conference later this year. 

With the introduction of an over-all old 
age security program, there would still 
appear to be a place for industrial pension 
plans. While a broader plan might estab- 
lish a higher minimum of old age security 
for a large part, or perhaps all, of the 
population, there would be room for 
supplemental pensions, provided by the 
group plans of individual industries. In the 
meantime these industrial pension plans are 
making a substantial contribution to the 
income security of many older persons. 


1 Under the Canadian Government Annuity Plan 
the total cost of an annuity of $50 monthly pur- 
chased at age 65 with monthly payments to start 
immediately would be $7,150 and a $100 annuity 
would be $14,300. Annual payments from age 35 
to give similar annuities would be $145 and $290 
respectively. 

2 Out of a total of 5,100,000 in the labour force, 
950,000 are ‘“‘own account’? workers; 250,000 are 
employers with their own business or profession; 
3,600,000 are paid workers; and 300,000 are unpaid 
family workers. 

3 Estimates of total cost made by the Depart- 
ment of Health and Welfare show a monthly pension 
of $40 for all persons over 70 years of age would 
cost $323 million in 1951, $417 million in 1961 and 
$500 million in 1971. A $100 monthly pension for all 
persons over 60 years would cost between $2 and 
$2.5 billion. Some conception of the magnitude 
of this expenditure is gained when it is realized 
that all present social security payments by the 
federal government total approximately $700 million. 
(Hansard, March 10, 1950, p. 640.) 

4¥or the terms of reference of the Committee 
see page 428 of this month’s Larour GAZETTE. 
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| Life Insurance Officers Association’s Committee, Toronto, Ont. 


AWA 
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MINUTES OF PROCEEDINGS 
Tuurspay, May 18, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11:00 am. MHonourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 
The Senate: Honourable Senators Burke, Fallis, Farquhar, Fogo. 


_ The House of Commons: Messrs. Ashbourne, Beyerstein, Blair, Brown 
(Essex West), Cannon, Corry, Cote (Verdun-La Salle), Croll, Ferrie, Fleming, 
Knowles, Laing, MacInnis, Macnaughton, Picard, Richard (Gloucester), 
Robertson, Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare and 
Mr. J. W. Willard, Director of Research, Department of National Health and 
Welfare; the following representatives of The Canadian Life Insurance Officers 
Association: President: Mr. G. C. Cumming, General Manager, The Monarch 
Life Assurance Company, Winnipeg; Immediate Past President: Mr. H. L. Guy, 
Assistant General Manager, The Mutual Life Assurance Company of Canada, 
Waterloo; General Counsel: Mr. R. Leighton Foster, K.C., Toronto; Secretary 
and Actuary: Mr. Bruce R. Power, Toronto; Chairman of the Association’s 
Committee appointed to prepare brief: Mr. G. L. Holmes, Assistant General 
Manager and Actuary, The Manufacturers’ Life Insurance Company, Toronto; 
a Member of the said Committee, Mr. James Hunter, Assistant General Manager 
and Actuary, The Continental Life Insurance Company, Toronto. 


Mr. Foster introduced to the Committee his associates of the Canadian Life 
Insurance Officers Association present. 


Mr. Holmes presented the Association’s brief which was taken as read and, 
by order of the Committee, is incorporated in this day’s Minutes of Evidence. 


_ Examination of Mr. Holmes followed. Questions were also answered by 
Messrs. Cumming, Hunter and Power. 


_ At 1.10 p.m., witness retired and the Committee adjourned until Friday, 
May 19, at 11:00 a.m. 


| R. ARSENAULT, 
: Clerk of the Committee. 


' 
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MINUTES OF EVIDENCE 


Hovuskt oF COMMONS, 
Tuurspay, May 18, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 11 a.m., Hon. Senator J. H. King and Mr. J. 
Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CuarrMaAn: Senator King, Senator Fallis and gentlemen, we have a 
quorum. The gentlemen who are sitting on my right are the representatives of 
the Canadian Life Insurance Officers Association. I am sure that all the members 
of the committee will join with me in expressing our gratitude to the association 
fer having sent us a very comprehensive and very good brief. Of course, with all 
your capacity and titles, gentlemen, there is no doubt that the members of 
the committee will ask much from you, and I know that they will be as highly 
interested in your answers as they have been in reading your brief. Mr. R. 
Leighton Foster, K.C., is the legal adviser of the association and he will now 
present to the members of the committee the representatives of the association 
who are going to give the answers. 

Mr. Foster: Mr. Chairman, Senator King, Senator Fallis, and members of 
the committee: your own gracious introduction makes it unnecessary for me 
) to say very much except to identify for you the people who are here at your 
) invitation this morning. The association has been holding its annual meeting 
_this week and we have here in the person of Gordon 'C. Cumming, General 
| Manager of the Monarch Life Assurance Company of Winnipeg, the new presi- 
dent of the association. We also have on his right the immediate past president 
of the association, Harry L. Guy, who is the assistant general manager of the 
Mutual Life Assurance Company of Waterloo. The chairman of our committee 
_who is sitting right next to me is Mr. George L. Holmes, assistant general man- 
ager and actuary of the Manufacturers’ Life Insurance Company of Toronto; 
_ while on his right is Mr. Bruce R. Power, secretary and actuary of the associa- 
| tion. And between Mr. Power and Mr. Cumming is Mr. James Hunter, the 
| assistant general manager of the Continental Life Insurance Company of 
| Toronto. I think that Mr. Holmes, in his capacity as chairman of our special 
committee, might be the person to whom you ordinarily would direct your 
questions. 

, The CuHarrMAN: I understand that all the members of the association at 
their annual meeting, approved entirely of the brief. 
Mr. Foster: That is so, Mr. Chairman. 
_ Mr. Cuarrman: Your association is formed of representatives from all the 
_ life insurance companies doing business in Canada? 
Mr. Fosrmr: Yes, Mr. Chairman. There are 63 life insurance companies in 
Canada, 61 of which are members of the association, and the two which are 
not members are less than three years old, I think. 
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Mr. G. L. Holmes, Assistant General Manager, Manufacturers’ Life 
Insurance Company, Toronto, called: oie 
i 
By the Chairman: a 

Q. Now, Mr. Holmes, have you any additional comments you would like 

to make at the start before I ask the members of the committee if they have any 
questions? —A. I would like to make some comments, Mr. Chairman. We are 
representing the association here. Now, the product which these member com- 
panies of the association sell is very largely insurance against loss of earned 
income in case of death, of the income earner and insurance against the loss of 
earned income due to the old age of the insured. This puts these companies in 
a business very closely related to the subject of old age benefits. That is, on a 
voluntary basis, we are trying to do the very thing that is being considered 
here by the state on a public basis. 
Owing to the close relationship of our business to state old age benefits, quite 

a number of the employees of our representative companies—the men who 
really run the association—have for some years had some familiarity with old — 
age benefits. A few of them could be classified as experts on old age benefits 
Our committee which prepared this submission represents 16 companies. Most — 
of the members were very active in preparing this submission. Besides that, we 
had a meeting earlier, before the submission was put in its present form, of a 
much wider group of members who took an active part in outlining the basis of 
this submission. In addition as soon as this final draft was submitted to this 
committee, a copy was sent to each member company. As you have been told, 
we have just had our annual meeting ending yesterday, and this submission — 
has the complete approval of the association. I just wanted to assure you that 
this is not just the work of a small group of men, tacitly accepted by the associ 
tion, but it is a work which has involved a large number of members and whi 
has the complete approval of the association. As I have said, the association 
includes a large number of men who have been interested in this subject not only 
in the past but also at the present time. i 
The heart of this submission is of course on page 3, where we state the © 
general principles which in our opinion should be part of a successful state old — 
old age benefit plan: | > 
| 1. The benefits should be payable to all elder Canadians without a 
means test but subject to a reasonable residence qualification. | 4g 

Mr. Ferrite: Do we ask questions as we go along, Mr. Chairman, or wait 

_ until the end? | 
The Cuarrman: You do not have to read the brief, Mr. Holmes. We will 
incorporate it in the evidence at this point. a 


THE CANADIAN LIFE INSURANCE OFFICERS ASSOCIATION — 
ORGANIZED IN 1894 a 


SUBMISSION MADE TO THE JOINT COMMITTEE OF THE SENATE 
AND THE HOUSE OF COMMONS ON OLD AGE SECURITY 


To the Chairmen and Members of the Joint Committee of the Senate and the 
House of Commons on Old Age Security: | - 
This submission is presented on behalf of The Canadian Life Insuranet 
Officers Association, a voluntary organization whose membership consists of 6 
Canadian, British and United States life insurance companies carrying 2 
business in Canada. These companies have in force approximately $144 billion 
of life insurance representing upwards of 99 per cent of the total life insurane 
(excluding fraternal benefit insurance) held by nearly 5 million Canadians. Th 
are listed at the end of this submission. | | 


‘ OLD AGE SECURITY | 841 


2 
$ 
A substantial proportion of the $144 billions of life insurance protection 
presently in force in Canada will ultimately be used to take care of policyholders 
or beneficiaries during their old age. In addition, the companies have issued 
annuity benefits in large volume and many Canadians have adopted this method 
of making provision for their retirement years. At the end of 1948, the companies 
were making payments of nearly $94 millions annually to more than 22,500 
annuitants in Canada; at the same time, about 190,000 Canadians were purchas- 
ing individual deferred annuities, or were covered under group annuity contracts, 
guaranteeing the payment upon maturiry or the attainment of retirement age 
of amounts aggregating in excess of $135 millions per year. A table giving more 
detailed information about the volume of annuity benefits issued by the com- 
panies in Canada is appended to this submission. 

The Association appreciates this opportunity to make a submission to your 
Committee and hopes that the opinions and suggestions expressed herein will 
constitute a worthwhile contribution to your deliberations. The question of 
deciding on the proper method of providing benefits for the aged is not an easy 
one, and yet it is of the utmost importance to the economic future of Canada and 
to all Canadians that the best possible solution of this problem should be found. 

In endeavouring to solve the problem of old age security, the Association 
‘believes that all individuals should be encouraged to provide for their own old 

-age by practising individual thrift during their working years. The companies 
represented in this Association are actively engaged in the process of persuading 
Canadians of all economic classes to save for their old age and for the security 
of their dependents. It is recognized, however, that there are some who cannot 
or will not save, and that these persons must be supported when they can no 
longer work. These people represent the basic problem that any federal old age 
‘security plan can be expected to solve and they will be the prime beneficiaries 
of the system. 
| In our study of the problem we have weighed the present system of old age 
benefits against. the possible alternatives. The present system of imposing a 
means test is the most direct method of looking after the indigent aged and has 
the advantage of keeping the cost to a minimum. As the number of persons 
qualifying for benefits increases, however, the difficulties of administration 
' increase and the detrimental effect on the incentives to work and save become 
more serious. The Association believes that the alternative which it proposes 
will remove these defects of the present system. It therefore recommends that 
| a federal old age security plan be established in Canada subject to any neces- 
sary constitutional amendments, and that the benefits should | 


| 1. be payable to all elder Canadians without a means test but subject to 

a reasonable residence qualification; 

2. commence at a specified age which, because the benefits will be pay- 
able to all, should probably be age 70; 

3. be fixed at a level which can be financed without placing an undue 
burden on Canada’s present and future productive capacity; 

4. be paid in the same amount to all; 

5. be subject to partial recovery through income tax in the case of 
recipients having significant income from other sources; and 

6. be financed in full on a “pay-as-you-go” basis by an old age benefit 
contribution payable by residents of Canada on a basis as broad and 
equitable as possible. 


| ) 

The balance of this submission will be devoted to an amplification of the fore- 
going principles and an explanation of why each is believed to be of major 
importance. 
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1. The benefits should be payable to all elder Canadians without a means 
test but subject to a reasonable residence qualrfication. . “sn 


It is believed that old age benefits should be payable to all on a univers al 
basis because this is the most practicable way, apart from Imposing a means: 
test, of making sure that everyone who needs assistance in old age will receive 
it. Such a method would simplify the operation of the plan by eliminating the 
necessity of keeping detailed records and by avoiding the difficulties that inevi- 
tably arise under plans covering only a portion of the population as a result | 
of the constant movement of workers between “covered” and “non-covered” 
employment. Attention is also directed to the facts that discrimination between 
different segments of the population would be avoided, and that the free move- 
ment of labour from one industry to another would not be impeded. The 
provision of benefits on a universal basis would have the additional important 
advantage of affording a basic “floor” of old age protection on which persons in 
all income classes would be able to build by their own efforts during working 
years. iP 
Persons who take up residence in Canada at an advanced age should not be 
entitled to benefits unless they meet a reasonable residence qualification. 

While it is obvious that the imposition of a means test has an important 
effect in minimizing the cost of any plan of old age benefits, it is believed that 
it should not in future form part of any federal plan. Means test benefits are 
difficult to handle on a fair and equitable basis unless paid for and administered 
locally. Benefits available on a means test basis are uncertain, since the right 
to such benefits and their amount depend, to some extent, on the judgment of 
the officials administering them. Those who qualify for only partial benefits 
justifiably feel that they are being discriminated against when an improvident 
neighbour who has saved nothing during his working years may end up in just 
as good a financial position through his ability to qualify for full benefits. An 
even more important objection to the means test, among the large body of people 
in receipt of low or moderate earnings, is that it destroys the incentive to accu- 
mulate personal savings and to continue as long as possible in useful employ: 
ment. It is believed that these are serious defects and that it is vital that all 
Canadians should be encouraged in every way possible to continue practising 
the virtue of thrift, and to maintain their self-reliance by assuming some degree 
of personal responsibility in providing for their own old age. : 

Of course it is appreciated that some form of means test will continue t¢ 
be used by local authorities in providing supplementary old age assistance to 
those relatively few needy individuals for whom it is necessary. a 


\ 


2. The benefits should commence at a specified age which, because the benefits 
will be payable to all, should probably be age 70. q 

3. The benefits should be fixed at a level which can be financed without placing 
an undue burden on Canada’s present and future productive capacity. — 

The Association is of the opinion that old age benefits should commence a! 

a specified age (probably age 70) and that the amount thereof should be fixed at 
a level which can be financed without placing an undue burden on the popu 
lation of working age. There seems to be little doubt that the selection of the 
commencement age and the determination of the level of the benefits to be 
paid will be dictated in the main by the cost involved and the financial strait 
which the Canadian economy can reasonably be expected to bear. In th 
connection, it must always be borne in mind that the ageregate amount of +h 
benefits payable at any given point of time is a direct charge on the goods an 
services produced at such time. Should old age benefits be granted for te 
high an amount or at too early an age, the group of recipients, although makin 
a negligible contribution to current production, might, with their other resoure 
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enjoy a purchasing power which was disproportionate to that of the population 
as a whole. In this connection, it is significant to point out that the budget 
papers tabled by the Minister of Fnance on March 28, 1950, indicate that all 
Canadians on the average spent in the purchase of personal goods and services 
an amount of $65 a month in 1948 and $68 a month in 1949. It is obvious that, 
quite apart from the cost factor, the benefits payable to the aged under a federal 
plan should not in any event even approach such a level, since most people 
who have reached benefit age have personal savings, private pensions, or access 
to family or other resources. 

With ‘further reference to the selection of the benefit age, it may be noted 
first that the primary function of a federal system of old age benefits should be 
simply to guarantee that Canadians will not be destitute when they reach an 
age at which most people are no longer able to work. Its effect should not be 
to establish an “employee pension plan” on a nation-wide basis which would 
stimulate the withdrawal of citizens from the labour market at a time when 
they are still able to make a worthwhile contribution to the productivity of 
the country. The proportion of the aged in the Canadian population is continu- 
ously increasing, and, under such conditions, the country can ill afford to 
discourage any part of the population, which is able and willing to work, from 
accepting suitable working opportunities. During the past half century there 
has been a substantial increase in longevity and a marked improvement in the 
general level of health, and in most occupations working conditions have become 
less onerous and hours of work much shorter. The result is that people should 
now be able to continue in some form of employment longer than was previously 
the case. It is believed that on the average people lead happier, more contented 

lives if they remain occupied in some suitable way as long as possible and that, 
in any event, they should not qualify for federal old age benefits earlier than 
an age at which a substantial proportion of the population is no longer capable - 
of performing useful work. 


4. The benefits should be paid in the same amount to all. 


It is believed that benefits should be of “flat”? amount because of the con- 
viction that the state should not discriminate between different economic 
classes of citizens in determining the rate of the benefits to which they are 
entitled. Such a method has the collateral merit that the amount payable to 
: those who have had low earnings represents a larger proportion of their normal 
income than in the case of those in the higher income brackets. It follows that, 
for any given total benefit outlay, those who are likely to be most in need of 
| assistance during old age receive benefits more nearly approaching their require- 
_Ments under a “flat” benefit plan than under a plan providing graded benefits. 
“Flat” benefits also have the important advantages of simplicity and economy 
of administration by eliminating the necessity of maintaining detailed records 
of prior coverage or income. 

It is also believed that the payment of “flat” benefits acids facilitate the 
integration of existing employee pension plans with any plan that may be inaugu- 
| rated by the state. For example, if a particular employee pension plan provides 
' for the commencement of benefits at an age five years younger than the benefit 
age under the federal plan, it would be a relatively simple matter to modify 
the form of the pension payable under such plan so that a larger amount would 
be payable during the first five years and a somewhat smaller amount thereafter 
when the retired employee qualifies to receive old age benefits under the federal 
plan. By such a method of integration, the employee would be assured of 
receiving benefits of substantially level amount throughout his retirement years. 

The plan of old age benefits in effect in the United States provides for the 
payment of graded benefits which are related to the previous income status and 
| coverage period of the recipient. It may be suggested in some quartres that a 


| 
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plan of this kind be established in this country. It may well be that there a re 
compelling or persuasive reasons arising out of wide varlations in living costs 
due to climate and other special conditions in the United States which may make 
the graded benefit approach appropriate for that country. However, the 
Association feels that the adoption of such a proposal would not be in the best. 
interests of Canada for the followmg reasons: a 
(a) it is not believed that the function of a federal plan is to provide benefits | 
related to the previous economic status of the individual but rather 

to assure, by a method which preserves and encourages individual thrift 

and incentives to work, that Canadians will not be destitute in old age; 

(b) the provision of graded benefits would impose upon the state the 
substantial cost of maintaining for every individual elaborate, long-term’ 

records of coverage and of earnings or income; a 

(c) under a system of graded benefits related to the individual’s contri-— 
butions, it is impossible to provide benefits on a universal basis or even’ 

to all who need assistance in old age because in a country such as — 

Canada there are large numbers of persons who frequently move in and 

out of the labour force, and back and forth as between paid employment, 

unpaid family employment, and self-employment; “ 

(d) such a system pays the largest benefits to that portion of the population 
which is best able to make some personal provision for old age through 

normal forms of savings, including investments in homes, farms, or 
individual business enterprises, and the high contributions required for 

the larger benefits may hamper these normal savings processes; and _ 

(e) a system providing graded benefits related to the individual’s contri- 
butions disregards the immediate and pressing problem of the treatment 

to be accorded to the good population at the time the plan is inaugurated 

and, in fact the existing aged and those reaching benefit age for many 

years to come would be required to rely on assistance benefits at least 

in some measure. % 

5. The benefits should be subject to partial recovery through income tax in the 
case of recipients having significant income from other sources. 4 

From the point of view of cost and of maintaining equity amongst all 
taxpayers, whether working or not, it is suggested that old age benefits should be 
recoverable in part through the medium of income tax. | 


6. The benefits should be financed in full on a “pay-as-you-go” basis by an 
old age benefit contribution payable by residents of Canada on a basis 
as broad and equitable as possible. 

The adoption of the “pay-as-you-go” method of financing would mean 
that the cost of benefits to the current aged population would at all times be 
met by contributions from the current population as a whole. Apart from the 
desirability of collecting contributions-on a basis as broad and equitable as 
possible, the Association believes that the contribution system should be a simple 
one from the point of view of both understanding on the part of contributors and 
practicality of administration. There are many different types of contribution 
system which could be suggested, of which the following are examples whicl 
seem to combine in varying degrees the principles of widespread impact, 
equity understandability and ease of administration: si 

(a) a contribution payable as a percentage of personal income disregarding 

all income in excess of some specified maximum; ‘a 


(b) a contribution of flat amount payable by all adult Canadians below 
benefit age; or ‘ 


# 


(c) a sales tax levied on a broad group of items in more or less universal use 
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: Speaking in the House of Commons on March 10, 1950, the Minister of 
National Health and Welfare presented a schedule of the costs involved in pro- 
viding universal old age benefits without a means test for a variety of different 
ages and amounts. This schedule included the following figures: 
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Benefit Amount Aggregate Cost of Benefits 
and age In 195] In 1961 In 1971 
ME OLY ciBOOTe rT) 3. a. cach tee ee $242,820,000 $312,948,000 $375,156,000 
Bou, monthly at agelBS: . irs... et $396,504,000 $494,100,000 $586,800,000 
BA IDOME BLY Rb TAC ETO) os slasic saree nase $323,760,000 $417,264,000 $500,208,000 
meeay monthly at age 65... ..0. 2 vices ss $528,672,000 $658,800,000 $782,400,000 


Based on these aggregate cost estimates, there follows a series of tables 
illustrating the approximate contribution rates required in 1951, 1961 and 1971 
under each of the above-mentioned contribution methods to provide benefits of 
$30 and $40 monthly at age 70 and age 65: 


Contributions as a Percentage of Personal Income 


Benefit Portion of Annual 

Amount Income Subject Contribution Rate Required 

and Age to Contribution In 1951 In 1961 In 197] 
; Jo ya % 
RMON TAY AGI AGS TO). kc. clivw eves ose ¥o0'h 08 First $2,000 2°4 2°8 3-1 
” * ** $3,000 2-2 2:5 2-8 
as “$4,000 FON | 2°4 2:7 
oa “$5,000 Dm) 2-4 2°6 
Ba0 monthiyat age 65 oo. cies ae pees First $2,000 4-0 4-4 4-8 
4 “ $3,000 3-5 3°9 4:3 
. “$4,000 3°4 3:8 4-2 
sl “ $5,000 3°4 3:7 4-1 
meeeo monthly at age 70) ...... cece eee eees First $2,000 3:2 3°7 4-] 
é $3,000 2-9 3°3 3°7 
a ie $4, 000 2-8 3°2 3°6 
. - “ $5,000 yey | 5 | 3:5 
meen monthly atrage: 65) 00)... es ele eee First $2,000 5:3 5-9 6-4 
ns “$3,000 4-7 5-3 5-8 
P Ny “$4,000 4-6 5-1 5:6 
; ‘6 , “é $5,000 4°5 5-0 55 


_ Flat Contributions from All Adults Below Benefit Age 
* Annual Contribution per Person 


Contribution Required 
; Benefit Amount and Age Age Range In 1951 In 1961 In 1971 
i e330 monthly atage 70 2.0.6.6 e 20 to 69 $30 $34 $35 
‘ OU MONLY at APE GO oc s.k. ss oie k ales 20 to 64 51 57 59 
B40 moniniyrad ager O: oasis. ce. kes 20 to 69 40 46 47 
$40 monthly at age 65 ..6....66. 0665 20 to 64 69 cei 78 
Sales Tax 
Rate of Tax Required on Retail 
Sales Prices 
Benefit Amount and Age In 1951 In 1961 In 1971 
De MOMENI AG APE 10... a A Sidhe we ece we Phe she br elel as 4-2% 4-9% 5-4% 
| COSTES C3. CL ART BRE TPN 5 PRR Ss 2a cea A re 6:9 nee 8-5 
‘ MYRISTATE UE os Sa aia he Suen eae nes SAS aie wa)’ 56 6:5 Rez 
PO INCHEMO 9 MEV WAPOA 14 2 cs tele Wie ava are Gomes sata could 9-2 10-3 11:3. 


NorE-—The foregoing approximate cost estimates assume that personal income and persona! 
expenditure will increase from 1949 in the same propor tion at the population and that the pat- 
tern of personal incomes relative to the national average per capita has remained unchanged 
| since 1947 and will continue unchanged. It is also assumed in the case of sales tax that it would 
i be applicable to one half of the total personal expenditure on goods and services. No assumption 
| is made as to recovery from benefit recipients through income tax modifications and accordingly 
all of the estimates are subject to reduction in the ratio of any such recoveries to total benefits 

payments. 


The foregoing cost estimates serve to highlight the fact that any nation-wide 
plan of old age benefits involving the distribution of extremely large sums of 
money requires substantial contributions to support it. It is also important to 
note that the approximate contribution rates given in the tables increase pro- 
gressively in future years as the proportion of the aged in the Canadian popula- 
tion rises. 
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The opinion may be held by some that contributions should be shared by 
emplolyers and employees. Some of the reasons supporting such an opinion are : 
that the inauguration of a federal plan of old age benefits would relieve employers | 
of part of the cost of providing adequate pensions for their employees; that — 
employees might, rightly or wrongly, conclude that their employers were recelv- 
ing preferential treatment if they were not required to contribute; and that it is — 
important to encourage employers to take an active interest in the problem of old, 
age security by requiring them to share in supporting the plan financially. On | 
the other hand, there is room for the view that every adult Canadian should be © 
personally liable for the payment of his own contributions on the grounds that — 
it is desirable to avoid any differential in contribution rates between the employed 
and self-employed. It may also be held that employer contributions are not 
appropriate in the case of a federal plan of “flat” old age benefits covering the — 
entire population under which employers would still have a substantial responsi- 
bility to establish suitable pension plans for their own employees extending — 
beyond the federal “floor”. 3 
It is the opinion of the Association that contributions should be collected on — 
as broad a basis as possible so that virtually all adult Canadian residents will be 
bearing a reasonable share of the cost of financing the plan. It is further con- 
sidered desirable that contributions should be collected in such a way that people ~ 
will realize they are contributing to the support of the current aged. Moreover, — 
it is suggested that, in any event, contributions received by the Government — 
should not lose their identity by being merged with the Consolidated Revenue — 
Fund but should be credited to a special account. . 
Although employee pension plans are often funded on an actuarial basis and 
the Association agrees with this practice for such plans, it does not feel it neces- 
sary or desirable that this practice should be followed in connection with a state — 
old age benefit plan. The principal reasons why employee pension plans are — 
funded are as follows: ; i 
(a) when an employee pension plan is inaugurated, the employees will have — 
had varying periods of past service with the employer but no contribu- — 
tions by either will have been made to a fund. The employer may — 
recognize these obligations by vesting assets in the fund sufficient to 
pay for the portion of pensions to be given for past. service; q 
(b) when an employee pension plan is inaugurated, it is invariably the 
case that the present pensioners comprise a very small proportion of the 
total employees. Total contributions are set at a figure considerably 
higher than that required to pay present pensioners and the undistrib-— 
uted balance is accumulated in order to stabilize the contribution rate 
when pensioners become a larger proportion of the total employees; 
(c) funding is used to guarantee the pension rights to which employees 
have become entitled, in the event that the employer becomes insolvent 
or closes the plan to new entrants. ; 


None of the above reasons seems valid in the case of a universal plan operated 
on a naional basis. 3 

Concerning (a) above, that is funding for past service, it would require a 
very large sum of money which the state has not available. If the state could 
set up such a fund for past service by the issue of bonds, the interest on these 
bonds and the principal, when used, would have to be paid for by the taxpayers. 
The total amount to be collected from the population at large to operate the 
fund would be unchanged by the adoption of this complicated procedure. 

Concerning (b) above, it has been stated previously that the proportion of 
aged in the Canadian population is growing. This crowth, however, is insig- 
nificant compared to the growth in the proportion of pensioners which may be 
expected under an employee pension plan. In fact, it is not uncommon over 4 
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period for the number of active employees to decrease substantially while at the 

same time the number of pensioners continues to increase. While it would be 
possible under a federal old age benefit plan to levy a somewhat higher contri- 
bution than is required immediately for the payment of current old age benefits 
and to accumulate the balance in order to stabilize the contribution rate over the 
years, it does not seem that the increase in rate to be expected on account of the 
increasing proportion of aged in the population is so serious as to justify the 
involved accounting required. It is also felt that the accumulation of such a 
fund would be misunderstood and give rise to demands for increases in benefit 
which could not be afforded. 

Concerning (c) above, it must be assumed that the state will continue in 
perpetuity with full taxing powers, in contrast with the lack of any assurance 
that an employer will continue indefinitely in business or enjoy perpetual 
profits. 

The Association also wishes to direct attention to the fact that none of the 
plans in effect in the United States or in Commonwealth countries is funded on a 
full actuarial basis notwithstanding that in New Zealand and the United 
Kingdom, for example, there is a growing benefit load. In the United States, 

- although the prospective benefit load of the plan will increase very sharply 
(much more so than in New Zealand and the United Kingdom), only a very 
limited amount of funding has been done. In fact, there appears to be little 
doubt that much higher contribution rates are going to be required in the future, 
perhaps supplemented by federal grants from general revenue. 

The Association therefore wishes to emphasize that it attaches great impor- 
tance to its suggestion that the plan should be financed in full on a “pay-as-you- 
go” basis. It is believed that contribution rates should be fixed over relatively 
short periods at a level which, together with anticipated recoveries through the 

medium of income tax, will produce an amount approximating closely to the 
expected cost of the benefits to be paid during each such period. It is the belief 
of the Association that such a basis of financing is best calculated to avoid 
unwise extensions or increases in the benefits payable under the plan since the 
working population will at all times be paying for the benefits being received 
by the current aged and may be expected to resist any proposals for their 
unwarranted augmentation. A simple and clear form of financing of this type 
will enable Canadians generally to form a wise judgment as to the level of 
benefits that should be paid in the light of the true costs involved. Any com- 
plication, which makes it more difficult to understand either the true source or 
amount of the money needed to finance the plan, requires weighty reasons to 
justify it. The Association does not believe such reasons exist. 


7. Conclusion 

The Association is most interested in the studies being conducted by the 
Special Parliamentary Committee into the whole question of old age security. 
The establishment of a federal plan to provide benefits to the aged involves many 
important questions that are vital to the future economic growth of this country. 
Tt is accordingly essential that the best possible answers to these difficult. ques- 
tions should be found. The Association is in full agreement with the view that 
some provision should be made for the aged population but at the same time 
reiterates its view that it is of paramount importance that any plan adopted 
should not destroy personal incentives to save and work but should rather 
encourage Canadians to supplement the old age benefits received from Govern- 
ment by their own personal efforts. 
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ANNUITY BENEFITS ISSUED BY LIFE INSURANCE COMPANIES IN Be Rae 
IN CANADA 
INDIVIDUAL. ANNUITIES 
DEFERRED VESTED 
End of Year Number Annual Payment Number Annual Payment 
EG ey sartice oat cs 63,105 27,274,991 9,825 >, 4,180,831 
daar ated ee. Net « 68,303 29,580,097 10,448 4,502,733 _ 
OAS wie et Aas SR se 6 73,284 31,320,732 — 10,964 4,740,021 
Group ANNUITIES 
DEFERRED VESTED ? 
End of Year Number Annual Payment Number Annual Payment 
OSG Ces oO Sana 78,836 56,962,099 2,962 1,098,003 
ale Dole nt ) kGe shies 101,606 81,261,698 3,676 1.383,416 


ON Sod AANA A I 117,695 103,949,888 4,555 1,835,718 


SETTLEMENT ANNUITIES 
Involving Life Contingencies Not Involving Life Contingencies 


End of Year Number Annual Payment Number Annual Payment 
RUAGE est ee il 5,140* 2,210,846* 6,950* 3,350,000* 
LOA TOK sel etek eras 6,006 2,474,865 7,055 3,564,613 
EO AS pete. reese T;157 2,834,057 7,160 3,779,091 


*These figures correct in combination but breakdown estimated. 


ToTAL FoR ANNUITIES INVOLVING LIFE CONTINGENCIES 


f DEFERRED VESTED 
End of Year Number Annual] Payment Number Annual Payment 
POAC Sau ee 141,941 84,237,090 17,927 7,489,680 
OA TES ero ele 169,909 110,841,795 20,130 . 8,361,014 
22. OS SAM a 190,979 135,270,620 22,676 9,409,796 


Source: Annual Reports of the Dominion Department of Insurance. 
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By Mr. Knowles: 
Q. Perhaps Mr. Holmes might read the second point? 
The Witness: 
2. The benefits should scennnenee at a specified age which, bec 
the benefits will be payable to all, should probably be age 70. 
3. The benefits should be road at a level which can be financed 
without placing an undue burden on Canada’s present and future produc- 
tive capacity. 
4. The benefits should be paid in the same amount to all. . 
5. The benefits should be subject to partial recovery through income ~ 
tax in the case of recipents having significant income from other sources. 
6. The benefits should be financed in full on a ‘pay-as-you-go’ basis 
by an old age benefit contribution payable by residents of Canada ona — 
basis as broad and equitable as possible. 


Now, turning to page 11 we have a couple of pages on cost calculations. I _ 
want it understood that we have used the services of men in our organization — 
who are pretty good statisticians, but who do not pretend to be expert practical — 
tax men. These calculations are included as a matter of interest; and they are — 
accurate, if you can say any estimates can be accurate. They are accurate esti- 
mates but they are not necessarily what would be collected by a tax on that basis. 
That is, there might be a certain amount of escape in tax on that basis. i. 

The note gives a pretty good outline of the basis on which these estimates — 
were made. There is one paragraph I would like to read. It 1s at the bottom of — 
page 16, the last paragraph: ey 


The association therefore wishes to emphasize that it attaches great — 
importance to its suggestion that the plan should be financed in full on — 
a ‘pay-as-you-go’ basis. It is believed that contribution rates should be — 
fixed over relatively short periods at a level which, together with antici-— 
pated recoveries through the medium of income tax, will produce an — 
amount approximating closely to the expected cost of the benefits to be 
paid during each such period. It is the belief of the association that such 
a basis of financing is best calculated to avoid unwise extensions or | 
increases in the benefits payable under the plan since the working popula-— 
tion will at all times be paying for the benefits being received by the 
current aged and may be expected to resist any proposals for their unwar-_ 
ranted augmentation. A simple and clear form of financing of this type 
will enable Canadians generally to form a wise judgment as to the level. 
of benefits that should be paid in the light of the true costs involved. Any: 
complication, which makes it more difficult to understand either the true 
source or amount of the money needed to finance the plan, requires weighty 
reasons to justify it. The association does not believe such reasons exist. 


I would just add one comment: we think it most unwise to adopt any plan 
in Canada which promises to pay benefits in Bn future which we are not pre- 
pared to pay to our present old people. 


The CuatrMan: May we turn now to page 3 under the heading of “1. The 
benefits should be payable to all elder Canadians without a means test but 


subject to a reasonable residence qualification.” Are there any questions on 
this section? | 


By Mr. Fleming: 


Q. Mr. Holmes, I gather you attach great importance to the simplicity 0 
administration of a universal plan providing for a flat pension payment to every: 
one. Have you made any calculation of the cost which might be saved by 
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4 adopting such a plan rather than a plan of graduated benefits based upon ear- 
_ marked contributions?—-A. No, Mr. Fleming; we have not made that calculation. 
_ I think it depends on how universal you want these earmarked benefits. I mean, 
_ there is a certain proportion of the population that you could earmark benefits 
_ for without heavy cost. It would be costlier than a simple plan; but the further . 
_ you extend out to the fringes of people, the more costly it becomes. 


‘By Mr. Knowles: 
Q. Is it just the cost which made you come down on this sie or did you 
_ have some social philosophy behind these views?—A. We have not a social 
_ philosophy, but we very definitly give our reasons here. 


By Mr. Croll: 
@. Did you come to your conclusion in the light of the American experience? 

~ You know the American plan. ‘Did that influence you?—A. Our people have 

been familiar with the American plan of course ever since its inception and we 
have heard a great deal of discussion over there. There is a great difference of 
- opinion over there as to whether or not that is the best plan, but we have quite 
uniformly come to the opinion that we do not think that that type of plan—one 
_ based on length of contribution and size of contribution benefits—should be part 
_ of the plan here. 
% Q. You are saying in effect that you do not think that the insurance principle 
which they apply would be applicable in Canada.—A. No, I do not think that. 
 Q. Well, then, put it in your own language?—-A. We just do not; we think 
_ that the way things are done by private institutions is not necessarily the way 
a state should enter into it. We think that the cost figures are much clearer, 
and that it is cheaper to operate, and that it is fairer to the citizens if the state 
plan does not bear a direct relationship to the principle of the amount of 
contribution of the individual. 
— ~-Q. We call that a social philosophy around here. 


Mr. Fiemine: If anything is vague, we give it a big name. 
Mr. Know tes: There is nothing vague about point 1. 


4 


¥ By Mr. Fleming: 

Q. You used the expression “subject to a reasonable spaslente qualification.’ 
E We i had quite a difference of opinion. One group, yesterday, thought that 
_ a five years’ residence was sufficient.—A. I do not think that we are qualified to 
answer on that, Mr. Fleming. I think that probably other people could give 
you better advice than we could. We know there should be something but we 
_have not any special idea as to what that residence qualification there should be. 


7 


# By Mr. Cote: | 
Q. What do you think of the present residence requirements under the 
existing Act?—-A. Can anyone tell me exactly what they are? 


The CHAIRMAN: 20 years. 


Se Se ee So 


By Mr. Knowles: 
 —-«Q.:-20 years with certain qualifications—A. We have not discussed it in the 
association and I would not really care to give an opinion on it. 


Mr. Fiemine: That has something to do with social philosophy again. 


By Mr. Richard: 
Q. Do you believe that we should recognize different classifications of 
eae I have come across cases where a Canadian-born person lives a great 
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years. When he returns he finds he has lost his residence qualifications. 1 think 
there should be some line drawn between an applicant in such a case as that 
and an applicant who is a stranger and comes here to establish residence. 
—A. I have nothing to help you on that. You would have to keep in mind, as 
I understand it, under the program in the United States, that a man who had | 
lived there for 20 or 30 years might have established his benefit rights in the 
United States although he might be a Canadian-born person and might have — 
returned to Canada. You would have to watch things of that character, I should 
think. 

The CuHamrmMANn: There are some provisions in our present old age pensions 
law to cover those cases. 

Mr. Ricuarp: But at first those provisions were not included? 


The Cuarrman: But there are some now, Mr. Richard. 


ce ate | 
part of his life here and then moves over to the United States for a few 
| 


By Mr. Brown: 

Q. Speaking as a Canadian citizen, Mr. Holmes, what do you think should — 

be done with respect to displaced persons from Europe who are here for less — 
than the 20 year period?—A. Are you asking me that personally? a 
Q. I am asking you as a representative Canadian citizen?—A. I am inclined 
to think that 20 years is too long. ; F 
@. You mean too long with respect to displaced persons or with respect — 

to general application?—A. Too long with respect to application to anybody ~ 
who comes here under normal circumstances and for normal reasons. I do 
not know what you are going to do with these people if you keep it at 20 years. -_ 
But I have no answer to give you. You might just as well ask your stenographer. — 
Q. I consider you as a representative Canadian citizen, and we would like © 

to get the opinions of all Canadians. a 


By Mr. MacInnis: 

Q. I would like to ask Mr. Holmes if, in preparing this submission on this — 
particular point, his organization took into consideration the fact that indigent 
persons in Canada, no matter how long they have been here, if in need of — 
relief, or whatever we may call it, receive relief of some kind from some — 
government authority? Does he not think it would be better to have a fairly 
low qualification, and to integrate that assistance under one head? I appreciate 
the fact that you are advocating a no means test, but the fact remains that — 
people who are without other means of support are supported by some govern- — 
mental authority, whether it be federal, provincial, or municipal—aA. I. think, — 
Mr. MacInnis, that our submission deals with it in this way: we have the 
feeling that the federal old age pension plan should be as general as possible, 
and that you are not going to cover all the people who need assistance under 
such a plan. We think it would be foolish to try. If you take a good solid — 
bite of such people out of, you might say, the means test category, or local 
categories, you do not contemplate that there will not be local governmental — 
and charitable organizations dealing with people who do not come under your 
federal law. So we think that the right way to handle it is to have it paid for — 
and handled locally. I do feel that you cannot get a satisfactory federal plan 
which covers all the exigencies that may occur to people. ft 
Q. But if you do not have such a plan you are not necessarily saving in — 

the amount that is paid for pensions or whatever term we use; and, you are 
Increasing to a very great degree the cost of administration, and that cost 
falls on the community which embraces the same people who pay for the 
government plan, for the municipal plan, and for the provincial plan?—A. We 
feel that when you put in a comprehensive plan the people have a right to these 
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benefits. They feel pretty much that way, and they are correct in that feelin 
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_ But we do not feel that the federal plan should attempt to be that comprehensive. 
_ As we have covered it in this brief, one of the reasons why we believe that the 
means test should be abolished for old age benefits is that there is a large body 
_ of these old age people who are in need, and they are a body which it is easy 
to isolate. There is no argument over that at all. But when you come to 

some of the other benefits where somebody is going to help people, that is not 
' the case. 

Q. I was thinking in terms of saving the cost of administration and eeageie 
as many people in production as is necessary, as you point out; and I agree 
with you fully that the cost of any pension which may be paid will be borne 
by the people working and producing wealth at the time the pension is paid. 
I have been trying to put that over that idea for a long time. I think the cost 
+ can be reduced by eliminating the number of people engaged in administration 

and in keeping more people producing wealth. 


4 


a By Mr. Laing: 
Q. On the matter of residence qualification, surely Mr. Holmes has in mind 
some stricture which would prevent any pension scheme in Canada becoming 
attractive to people to come to this cauntry who might very well benefit in an 
_ extreme case. Take for example, people who have been receiving benefits in 
the United States under their O.A.S.I., who would come across to pera! 
Certainly some figure should be set as a minimum, otherwise it would act as 
erunary attraction for people to come to this country, and we do not aha 
_ that, surely—A. We quite agree with you. We think there should be some 
residential qualification; but what it should be, we do not feel that we are 
especially educated to say. You would suggest that it probably should not be 
_ much lower than it is at the present time? 


Mr. Crouu: He did not say that. 


a By Mr. Laing: 
Q. A suggestion was made yesterday as to five years. I think that would 
- encourage people to come here for the primary benefits?—-A. I think there are. 
_ ether people who would know a great deal more about the possibilities of this 
than we would. 


| Mr. Knowtss: Is it not true that there are other factors than prospective old 
age pensions which determine whether people can move about? 
ae 


| The Cuarrman: I believe that under the circumstances, and in view of the 
_ answers we have received from Mr. Holmes we should not press him on the 
point; and I believe the point is one which might better be considered by the 
“members of the committee themselves who are in close contact with the people 
of Canada, when they come to write their recommendations. 


) a By Mr. Fleming: 

Q. On the subject of universality of pension, at the moment our thinking: 
~ has been pretty much towards those people who have been eliminated by the 
means test, who are just outside the present qualifications. On the other hand 
_ we have had questions raised about the people at the other end of the bracket, the 
conte with substantial incomes; and the suggestion has been made at different 
_ times, both in this committee and elsewhere, that there would be no sense in 
including everybody in a flat universal pension. Would you include the very 
: wealthy? You indicate here that you think they ought to ‘be included and that 
> it Book be recuperated from the income tax. Have you made any calculation 

on it? . 

The CHarrMan: May I suggest that if we are going to keep to a certain 
order your question should come under 5? 
¥ 62651—23 
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By Mr. Fleming: . Hes . a 

Q. If you will just let me finish, Mr. Chairman, | think you will see that . 
what I am getting at is the question of universality. If the witness prefers to — 
leave the answer until 5, very well. But I wonder what you have to say about 
the feature of universality as related to ease of administration and the other 
factors you mentioned under your No. 1 heading?—-A. We have not been able — 
to make any calculation which would give us any close idea at all of the amount — 
that might be recovered in relation to these particular people. Our feeling 
though is that we think it should be universal for the reasons which we have 
mentioned; that is, ease of handling, that is, you would save a great deal of 
cost in handling. If you pay it to people who do not need it, you get at least — 
quite a bit back; and once you get your universality you always have border- — 
line cases. ‘ 


By Mr. Knowles: | 3 
Q. It is better to give it to one who does not need it than not to give it to q 
ten who really do?—A. That is right. : 4 


By Mr. Shaw: 

Q: Mr. Holmes and his associates may have been influenced by the fact — 
that a man, although he may have been relatively wealthy at the age of 70, never- 
theless has paid for this pension through special taxes which were imposed for | 
that purpose. Would that influence your thinking in saying that he has a right — 
to it?—A. No, that is not the basis of our thinking. 5 
Q. But would it enter into your thinking as a matter of principle?—-A. No, — 

I do not think it would. . 
Mr. Crouu: Would that be true of the man who started to draw a pension — 

on the Ist of September next, let us say? That would not be true, would it? 


By Mr. Shaw: . 

Q. Only in the sense that he would make one small payment, but the prin- 
ciple is still there. However, that would not apply to the great majority of 
Canadians in the years to come?—A. In all our committee meetings I have — 


never heard that point discussed. 
Q. Thank you. 


Mr. Ferrie: Has the witness made any calculation, supposing the means 
test were taken off, of how many people in Canada would be paid back for the — 
amount that they received? ¥ 

The CuarrMan: I think the witness has just said that he had made no ecal- _ 
culation. a 
Mr. Ferrie: Well, we did not hear it down here. 


The CHatrMan: I am sorry. He said it. Now, for the information of the 
committee, let me say that our witness next Wednesday will be Mr. Mitchell 


Sharp of the Department of Finance. Do you wish that I ask him to make a 
calculation on this point? — , ) 


Mr. Suaw: I think you should. 
~The CuarrMan: Very well, I shall. 


By Mr. Knowles: . 


_ Q. May I ask Mr. Holmes if he thinks a universal plan such as is propose¢ 
in point 1 would deter or encourage people to provide additional savings and 
additional old age retirement benefits for themselves?—A. We do not feel it 
would deter people. ae 


Q. In other words, it will not hurt your business?—A. We hope not. } 
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4 Mr. Croiu: As a matter of fact, is it not true that after the United States 
_ brought in their Social Security Act in 1985 that your business there improved 
~ considerably? 
y The Witness: There have been discussions in the United States which sug- 
- gested that was the view of a lot of people. 

Mr. Brown: Was that the reason or was it because of economic conditions? 

Mr. Croui: It made them conscious of the matter. 

The CHaArrRMAN: There were a lot of factors. 

Mr. SHAw: It might depend upon how broad or all inclusive the social 

security scheme in Canada might be, and also it will be governed by what people 

_ will have to pay for other things—state sponsored schemes. 
; Mr. Know tgs: If you know that you are not going to be penalized, as far 
as an old age pension is concerned, by providing yourself with some other old 
age benefit, then you will not be deterred from so doing. 
; Mr. SHaw: I am only deterred by what I can physically pay. I know that 
I am paying Mr. Holmes’ company plenty today, but whether I am able to 
_ keep it up is another question. 

The CuatrMan: Shall we proceed with 2 and 3? 


‘ 


o By Mr. Knowles: 
ie @. May I ask whether the association has given any thought to the people 
_ between the ages of 65 and 69?—-A. I think we have sugested that probably 70 
is the right age and we have given our reasons, although there is a long way 
between 65 and 70. We know that there are a lot of people doing useful work 
beyond 70. We have them in our own organization. We have said the age should 
probably be 70. We have envisaged a plan here which covers, as I say, the bulk 
of people who are going to need old age assistance. We have not suggested that 
_, the local authority should not pay for and put into effect plans for people whom 
_ you may call prematurely aged; but, whatever the federal plan is, it should 
be universal at a certain point. 
| Q. In terms of ‘priority, would you say that making the pension universal 
at age 70 should receive attention before an attempt was made to bring the age 
_ down?—A. Well in our submission we have not envisaged federal authorities 
) going into the other groups—that is definitely part of our submission. We 
believe that number should be left to the local authority—both in connection 
with cost and administration. 
; 


The CHAIRMAN: Yes, but would you strongly oppose any federal parti- 
cipation in local or provincial plan? 
| The Wrrness: In so far as our committee was concerned they are not 
q ecommending that. 


; 
|. 


“| 3 By Mr. Fleming: 
~ Q. Your thought is that people in the group 65 to 69 years of age would be 
| Beat with under the plan proposed in the second paragraph of page 5 where 
‘| you say: “Of course it is appreciated that some form of means test will continue 
to be used by local authorities in providing supplementary old age assistance to 
_ those relatively few needy individuals for whom it is necessary.” Are you 
Including the group from 65 to 69 there, or are you speaking only of the group 
over 70 who require something additional?—A. We do know that there are people 
is} aged 66 who are aged through disease or nature, and there are also people of 
55 in that Position. We think that we are always going to have a local problem 
| and our view is that it should be left to the local authorities in regard to both 
Z Paying for it and administering it. 
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Q. That means the federal government confines itself exclusively to this 
universal pension for those 70 and over?—A. That is the view of our committee. 

Q. And that scheme should be completely federal in administration and | 
every other aspect?—-A. Yes. 

Q. Would you care to be more specific as to the benefits pyopowua You 
have defined some principles that influenced your view in number 3 as to 
benefits but, are you in a position to be more specific in your statement here 
this morning?—A. Well, our statement is pretty indicative. We have not recom- 
mended a definite amount but we have given certain things to indicate what — 
that amount might be. As we look at it, it is this: this is going to be paid by — 
people who are working, to people who are no longer able to earn income through 
their work. How much are the working people prepared to pay—how much © 
individually are they prepared to pay? You might be prepared to give $100 to : 
charity but you would not like to see it go to a man who was making as much | 
as you were. 

Now we have some figures on page 6 which are quite accurate. They give 
the average spending of Canadians in 1949 and the total spending. The figure 
just leaves out, as I understand it, taxes and savings. It is $68 a month. Now 
that means that the pension that is common in most provinces—$40 a month— 
seems to be getting up towards what average pepole have to spend; but how — 
much are people who are earning money willing to pay to people who are not? — 

@. That figure on page 6 is not confined to adults?—-A. No. | s 

Q. It is spread over the whole population?—A. Yes, children, and aged 
people and so on. ¥ 

Q. It may not altogether be a fair basis for comparison?—A. Well, we do ‘ 
not think it is too unfair. 3 

(. In the final sentence of your introductory statement this morning, you 
said something that may have a very direct relationship to the point here. You | 
said that benefits should not be established today at a point at which the: 
dominion might not be able to— 


Mr. Know es: No, no. : ] 
The Witness: It was the other way around. I said we were quite opposed — 
to any plan which promised— | 


Mr. Furmine: Which promised more— 


The Wirness: More than you are prepared to pay today to the present 
people. 

Mr. Ricuarp: I do not think it is mentioned in the brief but, supposing that ql 
we took 65 as the pension age, what do you think of a deferred feature in the 
pension plan—where persons between 65 and 70 who did not wish to take 
advantage of the fact they were entitled to pension would become entitled to a — 
certain further benefit by continuing to work? 

The Wirness: We have not envisaged any work clatise in this federal old 
age pension plan which we recommend. We would hope that people after 70 
who could work would continue to do so. They would still draw pension and, 
if their income was sufficient, they would pay taxes on the total. However, 
we have not envisaged in the old age plan any work clause. From the “ 
cussions of the committee I would say we were opposed to any work clause 
in the federal pension plan. | 


Mr. Ferrie: Do you take into consideration cripples or invalids, or, 
you suggest that they be left to the local authority? _ , 
The Wirness: We have not considered them in this federal old age s scheme. 


I cannot speak for the association in that matter because it is a differer nM 
problem. : 


1 
> 
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3 The CHatrMAN: You have envisaged that people from 65 to 70 would be 
- the responsibility of the provincial authorities. 


‘Mr. Ferrie: Do you mean provincial or local? 
The CuarrRMAn: It includes both. 


. The Witness: When we suggested an age of 70 we gave our reasons, as 

_I say, for suggesting that age.. We know that most of the people of 65 and 66 
today are actually working. We would think that probably half, or more 
than half the people of age 70 are working remuneratively. We do not think 

_ they continue to work very long after 70, as a rule, and that is why in a way 
we said 70 for the universal old age pension benefit. If you adopt an age 
at which most people are working then you are being overly generous in taking 
from people who are working money to pay for these older people who are 
also working. 


Mr. MacInnis: Mr. Chairman, may I ask one question here? 
Mr. Ferrie: Just a moment, I had not finished with my questions. 


By Mr. Ferre: 
Q. Who do you think should take the responsibility for those who cannot 

work from 60 to 70?—-A. We have envisaged that the local authority would 

take that responsibility. The federal government or federal authority should 

take only a definite group. If you feel the local authorities need relief finan- 
cially, you might say, then you can envisage taking the full load on the definite 

group—whichever age you select—say 70. That would relieve the local 
- authorities to the point where they have more funds available for people who 
are in the category really of needy cases. 

: Q. You think that if a municipality was overloaded with that class of 
people, the federal government should come to their aid?—A. Well I do not 
_ think we discussed the question of a municipality being overloaded and I do 
- not think such a proposition could be suitably handled by the federal old age 
_ pension plan. 
— Q. You do not think that cripples and invalids should be taken in under 
) this?—A. We do not think they should be taken into an old age pension plan. 
| 


Mr. Know tes: You just have not submitted anything with respect to an 
over-all social security plan? 


The CHarmRMAN: Well, our terms of reference only cover old age security. 


By Mr. Muclnnis? 


| ~Q. I would like to go back to page 6, following a question which was 

asked by Mr. Fleming. Before I do that, however, in the second paragraph 
_ of page 6 there is set’ out the precise proposal of the delegation, whether you 
agree with it or not, and I think it is very clear and that there is no possibility of 
| It being mistaken. In the last five lines of the first paragraph you say: “It is 
| obvious that, quite apart from the cost factor, the benefits paid to the aged 
under a federal plan should not in any event even approach such a level, — 
since most people who have reached benefit age have personal savings, private 
; pension, or access to family or other resources.” 

Have you any statistics to indicate the correctness of the figures—you 
mention $65 a month in 1948, and $68 a month in 1949?—A. We have the 
present old age benefit statistics, Mr. MacInnis, which show that something 
page 42 per cent or 43 per cent of the people aged 70 or over are receiving old 
age benefits. Now even some of those have access to savings and these various 
Incomes. 
re Q. Is not the number having real or personal property very small indeed— 
that is of those who qualify for old age pensions? 


The Cuarrman: Under the present means test? 
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od 
By Mr. MacInnis: a 

Q. Yes, under the present means test. I have the annual report of the 
administration of the Old Age Pension Act for the province of British Columbia 
for the fiscal year ending March 31, 1949. In a table on the economic status of 
new pensioners it shows that there were about 6,000 new pensioners for the year 
and of those, over 60 per cent had no real property at all. Those who had no 
personal property amounted to 42 per cent. In both cases—real and personal 
property, for those who had less than $250, the figure was 62 per cent and 
70 per cent respectively. There is another point. The Minister of National 
Health and Welfare, in the proposals made by the federal government to the 
provincial government in 1945, made the statement—I think it is in the Green 
Book proposals—that many people who would qualify were deterred from making 
application because of the means test and so on. I think, therefore, that this” 
statement, taken with the one on page 5—that there are relatively few needy 
individuals for whom it would be necessary for local authorities to make pro- 
vision—is not borne out by the facts——-A. Well, Mr. MacInnis, are we talking” 
of people over the age of 70? This refers entirely to people 70 and over and I 
think the very fact that less than one-half of your people at present draw any 
old age pensions suggests that more than half have property. We know that 
a fair number of them do. The figures you mention—40 per cent and 60 per 
cent—apply to those who do draw pension but have some property. 


A somal 


By Mr. Knowles: 


Q. May I make this comment or ask this question? Is it not the case that 
those who have any personal savings or property must have been making 4 
little more than average? They must have been people who had more than $ 58 
a month of disposable income or they would not have been able to amass very 
much. I realize that the $68 does not include taxes and savings but is it not 
also true that those who had only that much disposable income could not put 
very much away in savings? If that were not so they would have been spending 
more on food and clothing. Therefore, are you really not a little unreal about 
the $40 a month pension level pushing too hard against that average? On the 
one hand I say that those who have any retirement payment were not at that 
level_they were above it—and on the other hand those now working whose 
disposable income is only $68 a month would not be called upon under any pla n 
to contribute very much towards the old age pensions?—A. The $68 is not’ 
low figure; it is an average figure. 

Q. But it is an average per person figure. If you think of it in terms | 0 
family units of three or four—say an average family of four—it gives you 
another unreal average of $250 odd a month, which is probably not the case at all 
If you compare that with a pension to a man and wife of $80 a month it | doe: 
not seem to me that latter figure is pushing against the average in any way a 
should give us concern?—A. Our view is that, if anything, it is on the high side— 
considering the average figure. : 

Q. Which is on the high side?—A. The $40 a month. Remember, we @ ar 
not opposing $40. 

Q. That is good.—A. But we think it is high, rather than low. i 

Q. You are “not advocating $50, in other words?—A. Certainly not—in t th 
light of those facts. I have never had experience in keeping old people but. 
have had some in bringing up children, and I feel that I have spent quite a b 
ce pe up my children. I would have had a lot more money if I had not 
children 


Mr. MacInnis: Yes, providing that you had not spent it on comething ¢h else 
Mr. Crouu: Are we on number 3 yet? 
The CHarrMan: We are on 2 and 3. 
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By Mr. Cote : 


Q. I would like to have a few comments from Mr. Holmes on the matter 
of coverage of the needy between 65 and 69. The witness does not favour any 

- direct participation of the federal government in a coverage scheme for those 
between 65 and 69—am I right?—-A. As I say, we are not sure that 70 is the 
exact age. There is no reason why 71 or 69 should not be more reasonable. We 
do not know, but we think that probably 70 is about right. 

) Now, you are quite right—we do not favour the federal government trying 
to cover people below the age at which they are prepared to pay everybody. 
We think that should be left to the local authorities. 

Q. If you leave it to the local authorities, Mr. Holmes, would you not 
think it would be quite a long time before there is reasonable coverage all across 
the country for that category of people?—A. As I say, you know what our views 
are—and I am representing the association—once you get below your set age— 

- it is not always a question of years, because we know some people who are old 
at 55. Those people are old physically and are unable to do good work. There 
is that residual problem of looking after people who cannot look after them- 

selves. We think whatever age you select for your federal plan, that others 
should not be thrown into that category and we think they should be looked 
after and paid for locally. We think you should take that feature into 
account in setting what you are going to pay to the group which you are going 
to pay. At present you are paying $= of $40. If you took the responsibility 

for paying the other 4 away from the local authority, surely then they could 

- look after the people who have to be dealt with on a means test basis? We 
say “comparatively few” but in total a large number of people, for all sorts of 
causes, are not able to work. 
~_ Q. I cannot visualize any one province setting up a scheme of. their own 
for protection of that category unless they were assured that other provinces 
would follow suit. That is exactly what happened in the field of health 
“insurance in the past. British Columbia had an experience and the statute is 

_ still inoperative. As you will recall the dominion proposals to the provinces 

five or six years ago, there was to be participation of the federal authorities 

' with the provinces on the basis of a fifty-fifty contribution with a means test. 

_ What do you think of that? I am speaking, of course, of the same category 

' of people, those between 65 and 69?—-A. I can only repeat, sir, that our view is 

' that in so far as possible the federal government should limit itself to a set, 

fixed group, and that they should leave to the local authorities the places where 

| you cannot fix such a scheme. 

: Mr. Corry: To make it. clear, does the witness mean by “local authority” 

_ that the provincial and the municipal governments should work together? 


The Wirness: Well I would say that is what we mean. We referred to 
/ someone closer to the individual than the federal government; close to his needs 
In that particular area? 


By Mr. Ferrie: 


‘Q. Well, Mr. Holmes would you recommend then that a tax be put on real 
property to take care of those between 65 and 69?—A. No, I am not making any 
such recommendation. 

'Q. Well you make a recommendation that the local authorities should take 
eare of those people. Where are the local authorities going to get the money 
to take care of them if they do not tax real property?—A. They get money 
now for one-quarter of the old age means test pension for those over 70. 
QQ. The provincial government does not have anything to do with those cases 
| at all nine times out of ten. 
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Mr. Latnc: That is not so in British Columbia—it is an 80-20 propositior - 
between the province and the local government. sy Boy 
_ Mr. Ferris: In the province of Saskatchewan it is fifty-fifty, but in some 
of the provinces they do not touch it at all and the local authorities—the actual — 
municipality—has to pay the full cost of the invalid and of those who cannot 
support themselves. | da 
Mr. Laine: What province are you speaking of? ‘4a 
Mr. Ferrie: Quebec. a 
The CHairRMAN: Well there are a lot of systems, but, under the Public — 
Assistance Act, in Quebec, the municipality contributes one-third. “Ta 


By Mr. Shaw: a 
Q. Sir, I desire to refer specifically to number 3. It is my understanding, 
of course, that the insurance people are constantly endeavouring to probe into — 
the future. Their own business demands that. Can you tell me, Mr. Holmes, — 
what type of formula you would use in order to deal with the idea set forth 
in paragraph number 3. You say ‘The benefit should be fixed at a level which | 
can be financed without placing an undue burden on Canada’s present and — 
future productive capacity? me 
What formula would you use in ensuring that the level of pension will not 
‘bear unduly?—A. I do not think there is a formula. I think there is the 
question of willingness to pay. What you are doing is taking from people who > 
are working and paying to people who are no longer working—or to the great 
bulk of them who are no longer working. How willing to pay are the working 
people, and how much will they pay? as 
@. Would you go a step further, Mr. Holmes, and say that there are two — 
factors: willingness to pay, and ability to pay? Would you agree those two 
factors are almost of equal importance?—A. I would go so far as to say that 
I think some people are unable to pay, but I think that is dealt with in another 
section. 4 
The CuarrMan: That comes under: “financing.” : 
Mr. SuHAw: It is tied very closely to paragraph 3. All I have in mind is 
that it can be said that if a man’s income is $25 a month and if you ha 
a 4 per cent levy— cm 
The CuHarrMANn: That is in sections 5 and 6. 
Mr. SHaw: All right. a 
Mr. Knowxies: Do I understand that the distinction you seek to make 
between federal responsibility and local responsibility is not necessarily a 
particular age? You suggest 70, but you might have chosen 69, 71 or 65? ‘ 
The CuHarrman: Pardon me. He said he definitely had not chosen 65. 
Mr. Knowtus: I only said he might have. 
The CHARMAN: In theory... 
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Q. The distinction you make is that the federal plan should be a universal 
one which pays a flat rate; but where there is to be flexibility or variation in 
assistance, it should be on a provincial basis?—A. That is right. ar 
Q. In other words, we would be in keeping with the principle you suggest 
if we chose 65 and made it a flat rate across the board. You are not advocating 
that, of course, but the principle would be the same?—A. Yes, the principli 
would be the same. ae 

Q. My other question is: what is your experience in your own business with 
respect to this age question? What is the tendency on the part of purchase! 
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of life insurance, namely, the kind that provides some retirement benefit? Are 
people buying it with a view to retiring at 65, 70 or 75? What is the trend?— 
A. Remember again, I am not representing the life officers when I answer that 
question. I represent my own experience in my own company, and I would say 
this: that the young people think of retiring early, and that the old people think 
of retiring late. 


The Cuarrman: You asked for it, Mr. Knowles. 


By Mr. Robertson: 


Q. Do you not think it would be necessary to have provincial agreement on 
your plan? You suggest: let the Dominion Government look after everybody 
over 70, and let the Provincial governments look after people under 70. I think 
it should be made certain that the provinces are going to do their job before the 
dominion embarks upon it.—A. We would envisage any necessary arrangements. 


Mr. Knowtes: The Dominion is not doing anything now for those under 70. 


Mr. Rosertson: I know; but before we decide on a course we should know 
what the provincial governments are going to do. If we follow your course of 
including people under 70 who really require pension, your plan is fine if the 
provinces do their job; but we do not know that they are going to take on that 
responsibility. 

The Cuarrman: We are going to have a federal-provincial conference in 

the fall, and I believe that any recommendations we make could not be imple- 
mented before that conference in the fall. 


Mr. Know tes: Mr. Croll already has fixed on the date of September the Ist 
of this year. 


By Mr. Fleming: 


Q. I wonder if Mr. Holmes would enlarge on the final statement he made 
on the maintenance of the benefit age, I mean the rate at which it should start? 
Could he expand on that, if he is in a position to do so?—A. Well, gentlemen, 
there are a number of old age benefits as you know—you know more about a 
lot of these old age benefits than 1 do—where they are promising to people in 
the future more than they are paying present old age pensioners. We do not 
think such a plan is suitable for Canada. 


| 
i 


By Mr. Croll: 


| Q. It should not turn into an auction market. Is that your view?—A. We 

feel it should not‘be higher than you are willing to pay for; and if you promise 
people something in the future which you are not prepared to pay for today, 
we feel that this country is going to run into trouble. 


By the Chairman: 

QQ. We had better have parliament revise the rates if necessary?—A. Yes. 
If we envisage ten years from now that $40 or $30 is not the right figure, and 
that it should be $45 or $50, let us say, then, that is the time to do it and to pay 
for the thing. 


By Mr. Fleming: 

| Q. Not to start out with $30 and then ten years from now make it $40. You 
will look back upon it in the light of a revision by the people, and the i 
‘are willing to pay?—A. Yes. 
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Toronto as compared with a small town in Newfoundland, or as compared with — 
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Q. There is one question I have asked of everyone else, so I must ask it 
of you. Assuming for the moment we fix upon $X as a pension, whatever it 1s, 


what would be your comment upon $X as being a fair amount let us say in 


a 
Ce DAs 


a small semi-urban area? Consider three areas, rural, semi-urban and urban?— ~ 
A. Again we feel that a federal plan should pay the same amount whether in a — 
back area of Newfoundland or in Toronto. If people were going to stay in © 
Toronto—I mean that old people do not move around in this country the same as — 
young people—but if they are in a place which requires a higher cost of living, — 
and they are properly there, we would say that any shortage which was created 
by too high a cost in a certain place should be borne not by the federal authority 
but by the local authorities. 

Q. Let us get back to page 11. 

The CuarrMAN: 5 and 6? 

Mr. Know1tes: Let us take 5. 3 4 

The Cuatrman: Is it the wish of the committee that we take 5 alone, and | 
then 6? Very well. 5 it is. 7. 

Mr. Crotu: At the end of page 11, will you elaborate on that? . 

The CuarrMANn: That is on 6. | | p: 


Mr. Suaw: I have a question in connection with 5. You anticipate that 
whatever levy is made on income shall be made upon all incomes without 
exemption? a 


< 


The CHAIRMAN: That is in 6. 


Mr. SuHaw: All right. You told me 5 before, and I just took you at a 
word. a 
The CHatrMAN: I am sorry. I called 5 and 6 together at first because I 
thought it would be easier. 4 


Mr. SHaw: Well, are you calling 5 and 6 now? 4 
The CuHarrMAN: I am calling 5 alone. 


By Mr. Cannon: | ‘ 

Q. On No. 5 may I ask the witness this question: he says that any benefits 
should ‘be subject to partial recovery through income tax in the case of recipients 
having significant income from other sources. Let us suppose that the amount 
is $500 of taxable income, or $1,000 of taxable income, after which any recipient 
of old age pension would have to reimburse 100 per cent of it to the government 
Have you considered the question?—A. We have not considered that particular 
point. , 
Q. I have asked the chairman to request representatives of the Department 

of Finance who will be here next week to bring, if possible, figures which would 
show how many people over 65 and how many people over 70 are in receipt 
of income $500 of which is in a taxable bracket, and how many are in receipt 
of income $1,000 of which is in a taxable bracket, so that we would have an idea 
of how many old age benefits would be 100 per cent under a scheme like that? — 
The Cuatrman: Would you mind writing out your questions? - a 
Mr. Cannon: What about people receiving old age pensions who do not 
need them? ' 
The CuHatrMaAn: Would you please write out your questions and give them 

to me at any time. Your office is next to mine. es 
Mr. Cannon: Very well, I shall write them down and pass them om t 


4 
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i. Mr. Brown: Make them for $500 and $1,000 and all over. 
* The CuHarrMan: You could write the questions together. 
Mr. Brown: Oh, I do not write very well. Nobody could read my writing. 


The Cuairman: If you have any alternative questions, please write them 
out and I will see to it. 


By Mr. Knowles: 


Q. With respect to No. o, I take it from the wording—but, correct me if I 
_ am wrong—that you are not proposing any changes in increase in the income 
tax rates so far as old age pensions are concerned. You are merely stating the 
fact that as the law now stands, additional income, if it is to be in the taxable 
bracket, would be taxed and thereby there would be partial recovery. For old 
people of course that figure is a little higher than it is for you and for me?—A. I 
understand. But we will get there some day. 
| Q. Yes, we will get there or somewhere else. 
| The Cuarrman: Are there any questions on No. 6? 


By Mr. Shaw: 


Q. May I ask Mr. Holmes if they propose that whatever percentage of 
levy is made on incomes it should apply to all incomes without exemption, such 
as we have under the Income Tax Act today?—A. We have not proposed any 
definite way of financing this scheme. We have an illustration of various ways 
it might be financed. But again I want to say that we have not expert practical 
tax men in our association. We would envisage though, as broad a payment as is 
practical on whatever basis that contribution is levied. 

@. Your figures on page 11 cover the entire income of an individual, do 
they not—your suggested figures?—A. Yes. 


By the Chairman: 
__ Q. What was the total income on which you made your calculation, and for 
What year?—A. I believe these calculations were based on 1947 income. 
Q. Total personal income for 1947 in Canada, or did you deduct something? 
—A. I believe it was the total. 
| Mr. Power: What we did was this: we had the 1949 personal income figure 
and we kept it in mind carrying our figures forward to 1951, 1961, and 1971 
in proportion to the increase in population which had been projected for those 
periods. 
| The CuarrMan: What was your basis? 
Mr. Power: Our figure for 1949 was $11 billion $800 million. 
The Cuatrman: Did you deduct anything? Because you had to take into 
account pensions already paid, and so on? 

Mr. Power: I can read you the note of a member of our committee who 
calculated the figures. The basis for that is taken from the budget papers 
tabled by the Minister of Finance; and he remarks here that contributions to 
social insurance and government pension funds have been added back, and 
transfer payments from governments, excluding interest, and chargeable dona- 
tions from corporations have been deducted. So the figures have been adjusted. 

The CHAIRMAN: That is what I wanted to know. 
| By Mr. Knowles: 

Q. Is it not the case that you—contrary to the way some think—place a 
maximum on income at which the tax is obtained? You tax the first dollar, but 


you do not tax anything over a certain figure?—A. In this example here that 
is true. 


- ¢ 
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Q. Some of us think in terms of exemption and graduate the rates up. 
But you start with the first dollar and. graduate the rates down and reach a 
certain point at which you make no further tax?—A. That is the way this _ 
example has been worked. I want to say that our attitude 1s covered right — 
under 6. ua 
Q. Do you not believe, taking into account the fact that many people won't | 
pay any contribution, as you mentioned, that there should be a certain contribu-— 
tion to the general fund or cost of the plan from the general revenues, and | 
that the contributions should pay only for part of the cost of the pensions? — 
A. What we have envisaged is: we think it would be better if the whole is 
levied in whatever way it is levied as a special contribution. be 

Q. It already has cost us $100 million this year for old age pensions which q 
expenditure we would not have. It would be part of the total disbursement. Do- 
you not believe that we should at least keep taking out of general revenue that — 
sum of $100 million?—A. The association’s view would be to have special — 
contributions to cover it. You might reduce the income tax to get rid of your 
$100 million, but we think that the more nearly every body—the clear view the — 
voters are going to get of this thing will be that of a redistribution of income from — 
the worker to the non-worker; and any hiding of the cost of this plant tends’ 
to make certain people think they are getting benefits for nothing. We think 
that should be absolutely avoided in a redistribution of this’ kind. f 
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By Mr. Shaw: | j 

Q. That is why I was particularly concerned about your view with respect 

to the taxing of all incomes for this purpose regardless of the amount, whether 
you are going to allow exemptions because, as the chairman said, if you allow 
exemptions, you cannot have as satisfactory a situation as you envisioned. 
The only way you could make it all embracing in its contributory aspects would 
be by a partial contribution out of general revenue. .Do you propose taxing 
all incomes?—A. We are not pre-supposing— ¥ “a 
Q. Or suggesting?—A. —any particular basis of getting these contributions. 

Q. I realize that—A. We even mention a sales tax method which in some 
ways would be the fairest of them all. I want to make it quite clear that that 
was purely a personal view. ) : oe 


“By Mr. Croll: a 
Q. Do you not agree with me that there is a basic minimum that every 
family needs? ‘T'ake the case of a man earning let us say $25 a week. I do not 
care whether he be single or married; but let us have him married with no 
children. Do you not think that his unable to contribute anything?—A. I would 
agree with you in this respect that you probably are not going to collect con- 
tributions from everybody. But we think this plan will work best if you 
collect as nearly from everybody as they are going to get. = a 
@. You said a moment ago that what you had in mind was the redistribution 

of wealth between two classes. 
Mr. Knowues: No. He clearly denied that. 


By Mr. Croll: 


Q. Did he?—A. Between workers and people who are too old to work, — 

Q. That is right. 

By Mr. Croll: a 

Q. Aren’t you limiting the redistribution between two people who have not 

got wealth? What you are having is two people who have not much to con 

tribute? You are distributing; yet under your suggestion you are letting 01 
a) 


D 
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_ the man who has much to contribute. . Does that not follow?—A. You aré 


talking of this particular example of income we have here? 
Q. Yes—A. I think people who get, let us say, $3,000, or somewhere close 
to $3,000, certainly are paying in a lot more than they are going to get out. 
Q. $3,000?—A. Yes. If you limit it to $3,000, they are certainly going 
to be paying in a lot more than they get out of it. 
The CHamrMAN: That is where it would be interesting to have annuity 
tables. | 


By Mr. Knowles: 


| @. You mean $60 a year would pay for a pension of that amount? Not 
from your company? 


By Mr. Croll: 


@. And not from the Dominion government either?—A. What I am saying 
is that if you adopt a tax along this line, as I say, but we have not suggested it. 
-This is more an illustrative than a considered suggestion. Our only suggestion 
is that as many persons as possible be taxed under whatever scheme is adopted, 
and that they be taxed as nearly as possible to the amount of the value of what 
they are going to get. 


By Mr. Laing: 

Q. As against the ability to pay?—A. As against the ability to pay. We 
think this plan would work much better if the workers are paying as close as it 
is possible to make it the value that they expect to get in old age pension. We 
admit that it is not possible under this plan to bring that about, but as nearly 
as is possible it should be brought about. That is what we are saying here. 
These suggestions here are illustrative of costs. : 


By Mr. Croll: 
) Q. You do lay down the principles you work on. They illustrate your 
thinking. That is what I am concerned with, namely, that you had a limit 
In mind. What is the argument which you can make in favour of a man who 
earns, let us say, much more than $5,000 a year? 
The CHAmrMAN: Let us say $10,000 a year. 


RN By Mr. Croll: 
-_-Q. Yes, $10,000 and who would earn more than that; what is the argument 
in favour of his not contributing? Does he not benefit over all?—-A. We do not 
‘envisage his not contributing. We envisaged putting a top limit on his 
contribution. 


By Mr. Knowles: | 

_ Q. Your example suggested $5,000 as a figure that you were thinking of? 
—A. We worked with two, three, four and five showing the effect of the con- 
tribution rate in putting on that top limit. 
Mr. Knowies: Most of us are talking about a man who makes $25 a week. 
But this brief puts an exemption— 
_ Mr. Crotyu: No, I do not think he goes that far. 

Mr. MacInnis: He goes that far in the illustration given. 


By Mr. Croll: 
QQ. Do you mean by this illustration that the man in the higher brackets 
‘will not contribute in the same way that the worker will conrtibute?—A. We 
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would suggest that if there was any difference he would be contributing more — 
—but what we say is that it should be as broad and as even as possible. a 
Q. As even as possible—to the benefits?—A. As even as possible—that is — 
as many people as possible should pay at least as much as the value of the — 
benefits. | | a 
Mr. Hunrer: May I make a comment here. This tabulation at the bottom — 
of page 11 points out a very important fact. You will notice as the first sum _ 
increases, how slowly the required rate of contribution decreases—if it decreases 4 
at all. For example, between the first $4,000 and the first $5,000 in 1950, the — 
rate came out to 2-1 per cent—the same in each year. . 
There is a suggestion there that if you have any limit at all the percentage — 
rate required over-all would not be very different. We had in mind too that the — 
very wealthy—perhaps that is what you have in mind—are going to make con- — 
tributions throughout their lives on whatever basis is desired, and, through the — 
recoverable feature of income tax, they will probably not draw a cent of it. 
The CHarrMAN: Yes, but if we had exemption levels it is sure that the 
variations in percentages would be greater than those you mention here? S. 
Mr. Knowtss: That is if this was the first $2,000 above the exemption level. — 
The Cuarrman: No, these figures have been calculated, if I understand — 
correctly, by taking into account the figure of $11,800 million as personal income 
of Canadians in 1949. That is correct is it not? | 
Mr. Hunter: For these percentages it is my understanding that the estimate — 
was made by deducting that other $4,000 or $5,000. a 
The Cuarrman: Yes, but what if you deduct from that basic figure because — 
all people will not have to contribute? We will say the exemption level is $1,200 
for a married man. If he earns over that he pays on it all, but if he earns less — 
than that he does not pay at all. You must leave out.of your total come figure 
all those incomes below the exemption level. Would it not then be true, that — 
the variation in the percentages would be greater than you have shown here? — 
Mr. Hunter: That is probably true; the percentages themselves would be 
very much higher. a 
Mr. Laine: I think the point Mr. Holmes tried to make was universality 
of benefit should be matched, as far as possible, by universality of contribution. 
I think the suggestion has a great deal of merit to it. I think the success of the 
scheme is going to depend on a greater measure of progressive taxation than the 
people here envisage, and I am delighted that the chairman made mention of 
the necessity of participation by the government. I think the simplest method 
by which we can get a progressive contribution is through participation by the: 
federal government out of general revenue. Ais 
Mr. MacInnis: May I make a point here. 
The CuarrMAN: Yes. “7 
Mr. MacInnis: If you are going to have the two universalities you mentior 
—contribution and benefits— then I think logically you should have another 
universality, on the basis of the total wealth produced. People are poor because 
they do not, possibly, get a fair share of the wealth they produce. 4 
The CuairmMan: May I ask you, sir, what would ibe the cost of an annuity 
of $480 at age 70 for a man of thirty years with any of your companies? : 
Mr. Knowtes: They will not all give the same figure. 
The Cuairman: No, but just give me an approximate figure. ; 4 
Mr. Cummrnes: I cannot tell you now but we can easily get the figures 
from a number of different companies if you would like that? Kal 
The CuatrmMan: Would you ask Mr. Anderson, who will be our witness 
tomorrow, to bring the figures with him? > 
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Mr. Cummines: I will arrange that. 

The Cuamman: You understand why I ask that? It has to do with the 
possible income ceiling, and I want to know the cost to a man thirty years of 
age for an annuity of $480.00. 

Mr. Knowtes: It runs in my mind that it takes about $16 a month for a 
person aged 35 to buy an annuity of $50 a month at age 65. I may be out a few 
dollars there. 

Mr. Croui: I think it was $3 a week that was given to us yesterday by 

- Miss Govan. 

Mr. Know tgs: It is in that general area—and I am quoting government 
annuity rates. 

The Witness: We will get those actual figures from some representative 
company. . 

Mr. Knows: It was on this matter that I was wondering why you talked 

of 2 per cent on $3,000 as representing the case where a man would in fact buy 
his own pension. $60 a year does not seem to be sufficient. 

The Witness: There is some considerable difference between a company 
pension plan where a man gets his premiums back with interest and the situation 
under a state old age pension plan where the contributions he makes to that 

plan are gone. ; 

The CuHarrmMan: That is the kind of rate I want. I do not want the 
premiums one would pay under a system where the money is returned when the 
man dies? 5 dled & 

Mr. Fiemrine: I do not think you will get a comparable basis at all for the 

simple state scheme you are proposing here. 


By Mr. Knowles: 


Q. The only thing to do is to stick to the pay-as-you-go plan you have here 
_and compute what it will cost in 1951 to pay a certain pension of X dollars?— 
_A. That is what we recommend. If you are going to pay larger benefits, no 
matter what the plan is, you are going to pay larger contributions. 

| Q. The pension benefits of any year come out of the contributions made 
_ that year. : 


| 


we.Cté‘<‘é<éY «Che Chair'maatzn:: | 
__ Q. On the question of exemption levels, do you not think that one factor 
that should be taken into account in considering those levels would be the 
practical impossibility or very great difficulty of collecting contributions under a 
certain level of income from the self-employed?—A. Well, as I say, you have 
got people who know a lot more about it than we do. 
| Q. Well, do you not agree that it would be a factor that we would have to 
| take into account?—A. I think you have got to take into account under any 
| contribution basis, more people escape taxes for one reason or another than 
/ escape under another scheme. All we are saying is that you can control old age 
pension benefits best if you as nearly as possible have full understanding on 
the part of the public of what you are doing—that is you are taking money from 
people now working and paying to people who are no longer working on account 
of age. The more you get away from that principle the more you are going to 
have demands—because they are getting something for nothing. That is my 
View, and the view of the association. 


By Mr. Fleming: 
Q. Having regard to the view which you have expressed several times, 
and which is also stated at the bottom of page 13, that the contribution should 
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be collected in such a way that people will realize they are contributing to the — 
support of the current needy, I am surprised to find a sales tax as one of the © 
illustrations given. That is an indirect tax, a hidden tax, which half the time 
people do not know they are paying and nobody realizes its destination. “Ds 
suggest, for your comment, that it is the sort of thing which defeats the purpose — 
you have in mind—A. Yes, it defeats it to that extent, but there is no con- — 
tribution method that is going to be perfect or that is going to meet all of the — 
requirements. That is why we used ones which are quite different. Now the — 
other point you notice in the brief is that contributions should equal the required 
payment. That is another way of doing the same thing. We do not envisage — 
contributions as being buried in the general government budget. We think it © 
should be a separate item and the payments should be a separate item. 

Q. But a pay-as-you-go basis does involve a certain amount of estimat- | 
ing?—A. Yes. 

Q. And you might finish up a particular year with a surplus or a deficit, 
depending upon how accurate your estimate had been in regard to conditions in © 
that particular year?—A. Yes. 


By Hon. Mrs. Fallis: 


Q. In connection with sales tax, when I read that recommendation I thought — 
possibly you had in mind not a sales tax as we know it in Canada, but a direct — 
sales tax as they have in so many states across the line. There, when you buy 
an article in the stores, they say the price of it is $2 and the tax is 10 cents. I 
thought you might mean ,something of that sort which would be a direct tax 
for this purpose and which would not be confused with the present sales tax 
which is hidden?—A. We did not have that definitely in mind. And we do not 
know how practical that is. I say again that we are not tax experts and we 
were looking for illustrative points. What we think is most important is that 
people should come to realize in one way or another that these old age pensions — 
are costing them so much money, and that the area of distribution is between 
people who are working and people who can no longer work. It seemed to us. 
that was one way that you could get this thing in and keep it on a reasonable 
basis. It it is redistribution of another kind then you have the question “What 
is in it for me?” If people are not prepared to pay for the present aged then, 
what are you going to do about it? That is part of the consideration, it seems 
tous. We feel that they should pay; that there is a demand for it; but, if people 
are not willing to pay who is going to look after it? We do not think things 
should be hidden. - 

Q. That is what I was thinking about the sales tax. If it were added to 
what people would buy they would realize they were paying towards social 
security—if it were described as a tax for social security. — | A 

Mr. Laine: It is right out in the open in British Columbia today. ~ 4 

Mr. Croutz: And not very popular. Ml 


By Mr. Brown: 

. In your suggestion of a pay-as-you-go plan, Mr. Holmes, I assume there 

would have to be a certain amount held back in reserve?—A. We did not parti- 

cularly envisage that. It is a matter of policy. We do not think it is absolutely 

necessary. 

a. Sy would you do in depression years?—A. I do not know; what would 

you do? q 

Q. Well, on your plan, would you tax people for that ye : e 

: oe . year to pay for the 

benefits to be paid out? If so, in depression years you would have to increase 

taxes?-—A. If you were to follow that principle absolutely, Ves } 
The CHarrman: Or decrease the benefits? 


( 
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The Wirness: Yes. We do not contemplate an absolute balance. We con- 
template this as the general principle of the operation of the plan. 


By Mr. Brown: 


Q. Would you say that the benefits should be decreased for the aged people 
in time of depression?—A. Yes, but I think that is a question of policy. I can 
see where, if living costs went down on account of a depression, that there 
might be that consideration, | 

Q. Then you do not approve of a reserve fund at all?—A. When you say 
I do not approve, I do not object, you might say, to a small reserve. 

Q. Well of course your company has a reserve fund?—A. Now, you are 
getting into something we cover in a different part of the brief—the question of 
funding. What you are talking about, I take it, is some slight reserve. 

@. I am wondering how slight it should be? And I am wondering whether 
in periods of depression you should lower taxes? . People would not have the 
ability to pay the present level?—A. Whether you hold that fund in old age 
pensions or whether you pay off your debt during good times, as far as the 
government financing is concerned, I do not think makes any difference. 


Mr. Knowies: Even if you did have a fund and a depression comes, is it 
not the case that the interest on that fund or the capital of that fund would 
have to come out of the current revenue—as far as the government is concerned? 
In that sense the government is in a different position from a private life 

Insurance company. In the long run whether you have a fund or not the 
_ benefits for a certain year have to be paid out of the contributions for that year. 


. The Wirness: I think we have talked about that in the brief and we have 
tried to make clear our views. | 


Mr. Laine: I have one observation to make. I think this discussion is 

_ another excellent reason or justification for federal participation out of con- 

solidated revenue. However, I want to ask another question of Mr. Holmes. 
He is in favour of universality of contribution and I think that is admirable, 
but should that not be reconciled with steeply graded rates of contribution? 


The Wirnsss: I do not think our viewpoint can be reconciled with steeply 
__ graded rates of contribution. ‘Our viewpoint is that most people should pay for 
_ these benefits. For some people a benefit is going to be a gift or a partial gift 
| but the cases of that sort should be as few. as possible. 
| By Mr. Picard: : 
(). May I ask the witness if his organization considers that the care of the 
aged or invalids, taking into consideration a progressive economy, should be a 
national obligation?—A. I do not think I can answer that. We have viewed this 
particular question of age— . | " 
_ _Q. Well this refers to one of your representatives on page 12. I cannot 
make out exactly what your views are but, if you do consider this is a national’ 
Obligation, would you not consider that the cost of it should be met by those 
_ Who have the ability to pay for that national obligation? I do not mean that we 
| should pamper people, but is it in the interests of the economy of the country 
that the aged and the invalids should be eared for? Is that not a national 
obligation?—A. I do not know; I would not care to express myself as to whose 
obligation it is. I think those people should be cared for if they need care. 

Q. And if they should be cared for, should that care not be paid for 
according to the ability of the country and the residents of the country ?—A, It 
| 18 difficult for me to see a scheme of this kind work successfully—where people 
| are given benefits—unless the people as a whole are in the main paying for their 
| oWn chances of getting those benefits. 
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Q. I agree with you that it should have the largest possible coverage for the 
largest number of people but, at the same time, it should be according to their — 
ability to pay. If that principle was accepted by you or by any economist, would 
it not rule out the question of sales tax, which is one of the most unjust taxes © 
because the burden is borne by everyone, no matter how small their means. If 
a man had no income of course it would not hurt him but should not the cost 
here be graduated according to a person’s ability to pay? . 


“. - 


By Mr. Cannon: \ | 
Q. On the matter of sales tax I would like you to verify the attitude of 
your association. You said you thought that any contribution made by workers — 
for the benefit of non-workers, as you so aptly expressed it, should be in such a — 
form that the man who makes the contribution should know what he is making 
it for. It has been suggested that is incompatible with a sales tax, but would it — 
not be fair to say that. if the sales tax were imposed at the retail level and} 
labelled as a social security tax, such as for instance the hospital tax in my — 
province, the man who buys things would know what he was paying for—A. That 
is quite right, but we do not know—and we do not make a definite recommenda- — 
tion——because we are not aware of the difficulties encountered in retail sales taxes 
or the resistance to retail sales taxes. We are not tax experts. ia 
Q. My point is that the man who pays would know what he was paying 
for?-—A. As nearly as possible, and that has to be weighed against the difficulties. 
in that kind of direct taxation, the resistance and so on. You have no perfect 
method for getting these contributions. | 
Mr. Suaw: Let us not forget that even the man on relief pays sales taxes. 
Would Mr. Holmes agree that what the association is endeavouring to do is to 
keep this scheme as closely in line with existing insurance practices as is possible? 
Mr. Picarp: No. 4 
Mr. Suaw: Well, regarding contributions, you say that the contributions 
must bear as close a relationship to payment as possible. In other words 
person buys what he gets? 
The CuarrmMaAn: It is not because of the insurance principle. | 
Mr. SHaw: I am asking you whether you are trying to keep it as close as 
possible to the insurance principle? a 
The Witness: No, what we are trying to get is the right amount that people 
working should pay to aged people. What we are afraid of is that if a great 
many people are not paying for what they are going to get, then the demand for 
greater expenditure on old age pensions is going to be very strong. 
The CHatrMAN: One of the witnesses yesterday said many Canadians were 
what he termed juvenile citizens. q 
Mr. KNOWLES: The witness yesterday said, and I want to be perfectly fair, 
that although the amount should be graduated, the amount paid by those in the 
lower brackets should be enough that it would not just be a mere token. . 
Mr. Fiemine: I think he was suggesting that the whole thing should come 
out of consolidated revenue. 


Mr. Know ss: Yes. ot 

Mr. FLEmMinc: —when he spoke of his own personal point of view, and that 
there was not any place for earmarked revenue. We know how easy it is for # 
lot of people to think that when parliament does something someone else 1 
going to pay for it. ta 

Mr. Corry: May I ask the witness if the thought which motivated this — 
suggestion was that it 1s important to inspire and maintain the sense of respons 
bility in all contributors? 
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The Witness: Yes, sir, partly that, but we had in mind mainly the permanent 
working of an old age benefit scheme which is reasonable as long as working 
people are willing to pay a reasonable share of the cost. I mean by working 
people the people who are working—including you; but if you get it in any 


_ form such as where a good proportion of the people are getting money for: 


nothing then it is not going to work well as an old age benefit scheme. 

Mr. Cors: In relation to the matter of private pension plans it has been 
stressed during our deliberations that there are developing in the country a 
certain number of private pension plans which should be borne in mind while 
discussing any basic scheme which would be universal. These private pension 


- schemes would be coming in addition to whatever would be yielded by a national 


scheme. Now we have heard witnesses enlarging on the development of 
industrial pension plans across the country. The shortcoming there is that they 
cover only a certain category of our citizens—workers in a particular industry. 

I had in mind that there was nothing as yet proposed, as supplementary | 
coverage, for instance for farmers or other categories of self-employed. Looking 
at your appendix relating to individual annuities and group annuities and so on, 
I would like to have the views of the witness as to whether the association has 
ever considered the possibility of a joint scheme of coverage in that way for 
farmers, for instance— 

The CHarrMAN: You mean group insurance? 


By Mr. Cote: 

Q. Group insurance, group retirement pension insurance, for farmers, self- 
employed, and other categories including professional people, office workers, and 
so on, all across the country in a joint plan sponsored by all Canadian insurance 
companies?—A. We do our best in the way that we are selling them individually 
but we have not discovered any other scheme where we can do it as well. 

Q. I am speaking of an all-embracing plan because I am interested in 
bringing down the cost of any such scheme to the individual?—A. We sell on 
a voluntary basis even to employees under pension schemes but they must be 


willing to buy or we cannot give the coverage. We are supporting a state scheme 
because we know there are a certain number of people we cannot do a job for 


because they will not pay us and we have to be paid. We have men all over, and 


there are very few people in this country who are not contacted at some time 
regarding their own old age insurance or annuities. 


Q. Would you not think by a joint scheme such as the one suggested, 
theoretically, it would be possible fos farmers in this country to get coverage at 
a relatively low cost?—A. We have never found a basis on which we can give 


lower costs. You would have to sell each one and he would have to be willing 
_tocome in. You cannot lower the cost when you have to do that. We are doing 
‘it as well as we can at as low cost as we can but where you have to sell each 


individual there is no way of calling it a group and making it cheaper. If a 


| group scheme is any cheaper it is solely because there is less cost of selling and 
administration. That is you have to get it in a form which is simple. 


Q. Suppose you proceed by communities?—A. You would still have to sell 
the individual. You cannot force him to come into the scheme. 


| The CHarrMAN: You know what happens in group insurance like this, it 
has happened for instance in our Bar Association. You have to rely on the 
Individual all the time. You have to sell the insurance to the individual. 


Mr. Corte: There is a life insurance scheme for the Montreal Bar. 
The CuHarrMAN: Surely. 
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By Mr. Cote: ha 3 “a 

Q. But this becomes operative from the moment they reach a certain 
number. It is not compulsory for all the members of the Montreal Bar. I could 
visualize in any community of farmers that from the moment you could be- 
sure of a minimum number of participants you could proceed on a reasonably 
lower cost than you could with them individually——A. I have no doubt that if 
we can work out such a scheme at a lower cost by selling individuals we shall 
try it. : I 
Mr. Fueminc: Are you going to ask the witnesses to bring forward figures 
on the cost of their annuities? I do not think it would be of any use unless 
you had elaborate explanations; otherwise they would be very misleading when 
you came to compare them with the present scheme? 

The CuArrMAN: I shall have the figures on government annuities. 
Mr. Fieminc: Yes, but what about the private companies? 
The CuairMAN: We shall have them from Mr. Sharp next week. 
Mr. Fiemine: You are not asking these witnesses to do that? 
The CHAIRMAN: No. 7 
Mr. Cummine: It may be possible to get reversionary annuity rates based 
on contributions made by an employer in a group annuity plan. I shall see that 
Mr. Anderson has them. | ; 

The CuarrMAN: Before thanking you gentlemen, I would like to tell the 
members of the committee that tomorrow Mr. Anderson will be our witness. 
There will be no meeting on Monday. But on Tuesday we shall have l’Union 
Catholique des Cultivateurs. On Wednesday we shall have Mr. Sharp. On 
Thursday we shall have Mr. Lamontagne, and on Friday we shall have 
Dr. Cassidy. And I may say that the meeting on Friday, May 26, will conclude 
our public hearings. | 

Mr. Fremine: What about Dr. Marsh? 


The CHAIRMAN: Yesterday we received a report from Dr. Davidson to the 
effect that he cannot come. Miss Whitton is out of town on a speaking tour, and 
there has been no answer received from her by Dr. Davidson to a telegram 
he sent her. i 

Now, gentlemen of the Life Insurance Officers Association, the members 
of the committee, as you yourselves could see, were highly interested both im 
your brief and in your comments; and you may rest assured that you have been 
of great help to us in our studies. This, as you know, is a very difficult question; 
and I believe sincerely that your contributions to our work have been highly 
useful. I thank you, gentlemen. | 7 


" “ey 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 
Fripay, May 19, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
_ Security met at 11.00 a.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Also present: 
The Senate: Honourable Senators Burke, Fogo, Horner. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
_ Brown (Essex West), Corry, Ferrie, Fleming, Knowles, Laing, MacInnis, Shaw, 
— Smith (Queens-Shelburne) , Weaver, Welbourn. 


In attendance: Mr. W. M. Anderson, C.B.E., General Manager of The North 
_ American Life Assurance Company, Toronto; Dr. G. F. Davidson, Deputy 
_ Minister of Welfare, and Mr. J. W. Willard, Director of Research, Department 
of National Health and Welfare; Mr. M. W. Sharp, Director of Economic Policy 


_ Division, Department of Finance. 


_ Members of the Committee had before them an address given by Mr. 
_ Anderson in Montreal on December 6, 1949, at the Third Tax Conference of the 
Canadian Tax Foundation. 


It was agreed that this paper entitled “Some Reflections on Personal Taxa- 
_ tion in relation to Social Security Benefits and Assistance” be incorporated in 


this day’s Evidence, and that it constitutes a basis of discussion in the Commit- 


_ tee’s examination of the witness. 


Mr. Anderson was called and examined. He filed two annuity tables show- — 
ing (a) Insurance Company example premium rates, and (b) population table 
premium rates. It was ordered that these be printed in Appendix to this day’s 
_ proceedings. (See Appendix “A”). 


The Chairman also laid on the table the following documents which appear 
| In Appendix to this day’s proceedings: 
1. Recommendations of U.S. Senate Committee on Finance re Social Secur- 
: 2 ity Revision Bill H. R. 6,000. (See Appendix “B”). 
 “ Revision Bill H. R. 6,000. (See Appendix “B”). 
2. Possible uses of National Housing Act facilities in connection with 
Housing for Aged Persons. (See Appendix “C”). 


| At 1.00 p.m., witness retired and the Committee adjourned until Tuesday, 
| May 28rd, at 4.00 p.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 
Fripay, May 19, 1950. 
The Joint Special Committee of the Senate and the House of Commons 


on Old Age Security met this day at 11 a.m., Hon. Senator J. H. King and 
Mr. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The Cuarrman: Senator King and gentlemen, we have a quorum. 


Mr. Anderson, the General Manager of the North American Life Assurance 
Company, has been good enough to consent to appear before us ‘on very short 


notice. Mr. Anderson has made special studies in the whole field of social 


security and particularly on old age security. Your experience and your studies 


- will surely be of benefit to the members of this committee, Mr. Anderson, and 
_ they join with me in thanking you for having gone to the trouble of coming 


here, and again I repeat, on such short notice. 


wish to use those parts alone 


I understand that we will use as background for your testimony the speech 


that you delivered in 1949 before the Canadian Tax Federation and the parts 
of it which relate more particularly to old age will be found on pages 6, 7, 


8, 9, 10, and 11. I understand that under the circumstances, since this is not 


_ 4 memorandum or brief that has been prepared especially for this committee, 


you would like to make a few opening remarks. You have the floor, Mr. 


_ Anderson. 


Mr. W. M. Anderson, C.B.E., F.S.A., General Manager of the North 


_ American Life Assurance Company, called: 


The Wirness: Messrs, chairman, and members, I thank the committee 
very much for this invitation to come and appear before you. I would like to 
“Make it clear that I am coming in a personal capacity. As the chairman has 


| ? said, I am engaged in the life insurance business. I also happen to be a fellow 
of the Society of Actuaries, but my position here today is a personal one. 


You mentioned, Mr. Chairman, that we might use as the basis of discussion 


| certain pages from a paper which I delivered last December to the Canadian 


Tax Foundation. As you have stated, the pertinent parts of the paper are 
“contained in pages 6 to 11. I do not know what your wish is—whether you 
| as an extract from the paper. It is conceivable 
that some questions may arise on certain other parts of the paper. 


_ The Cuatrman: Is it the wish of the committee that at this point the 
whole document should be printed in the evidence? 


; Mr. Freminc: Mr. Chairman, I think we will have to print the whole 
document because if we leave these parts out we do not give the background 
on which Mr. Anderson leads up to this detailed explanation. 


The Cuarrman: Is it agreed that the whole of the document should be 


printed in the evidence at this point? 


Agreed 
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SOME REFLECTIONS ON PERSONAL TAXATION IN RELATION TO | 
SOCIAL SECURITY BENEFITS AND CONTRIBUTIONS 4 


An Address given by W. M. Anderson, C.B.E., F.S.A., in Montreal, Tuesday, 
December 6, 1949, at the Third Tax Conference of the Canadian Tax Foundation — 


During the course of this conference you have been studying intensively 
certain aspects of corporate taxation, with particular reference to the impact of 
such taxation on shareholders of corporations. It seems to me to be appropriate 
before the conference comes to its close to take a closer look at some of the 
more general problems involved in personal taxation as it affects individual 
members of the community. | q 

In approaching my subject, I should like to do so primarily from the point — 
of view of the family rather than the individual. For just as the family 1s the 
basic social unit in the community and the basic economic unit, so also has it 
become for many purposes of personal taxation the basic tax unit. This isa — 
natural consequence of the fact that the great majority of us live most of our 
lives ‘as members of families, wherein there is a high degree of sharing of © 
economic values as a result of the close relationships which create and maintain 
the family as a social entity within the community. “= 

The economic position of the family has changed markedly in the course of — 
recent generations. It is not so very long ago that the typical family was — 
substantially self-sufficient. It grew its own food, built its own shelter and — 
made its own clothes. In the course of our modern development and progress, we ‘8 
have discovered that intensive division of labour through specialization, the | 
effective use of machines, and the efficient mobilization of specialized labour and — 
machines in larger economic enterprises, have enabled us to produce both goods 4 
and services in much greater variety and quantity than could otherwise possibly — 
be the case. The result has been that we have become and are still becoming — 
progressively more urbanized, and further that more and more of the workers in 4 
our families are becoming employees rather than workers on their own account. — 

The result is that in the typical family today there is highly specialized pro- — 
duction of particular goods or services which are used by many other families — 
in the community, and correspondingly the family consumes a wide variety of 
goods and services produced for it by many other families. This, then, is the — 
fundamental economic position of the typical family in today’s world. It is 
indeed a kind of multilateral trading system, and one which is regulated in its 
vast multitude of transactions by a money economy. ‘i 

However, there are certain essential differences between the family in the 
economic sense and the typical business, whether corporate or otherwise. Busi-_ 
nesses characteristically consume goods and services in order to produce other — 
goods and services for the consumption of others. The family, on the other hand, 
engages in the production of goods or services, either for itself or for others, in 
order to enjoy the consumption of the goods and services which it produces or 
acquires. It produces to consume, rather than consuming to produce. It is also 
important to note that substantial part of the typical family’s activity still 
remains non-economic. This is true not only of the productive work within the — 


! 


variety of services which family members perform gratuitously for various groups 
within the community with whom they are identified. I mention these points 
because of the great difficulties which they cause in arriving at a precise definition 
of the income of the family in an economic sense—a definition which is of essential 
importance in the problems associated with personal taxation. 4 
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THE Postrion or GovERNMENT 


# In order to examine intelligently the taxation problems of the family, i.e., its 
fiscal relations with government, it seems to be essential to take at least a brief 
_ glance at the position of government itself. Here in Canada we have, of course, 
three distinct levels of government and the family may be concerned with the tax 
_ policies of each. However, our levels of government have become so interrelated 

by direct and indirect transfer payments between each other, that it seems simpler 
_ to consider all three levels together in certain of their aspects. 

The fundamental position of government is that of providing for the com- 
munity at large goods and services which, because of their universality or their 
naturally monopolistic character, either cannot or by common consent should not 
be provided through the normal channels of private economic endeavour. Certain 
of these activities may be carried out on what is practically a commercial basis, 
wherein the goods or services produced by government are sold to the users. 

_ From the point of view of taxation, we are not concerned with such eases in so far 

as they tend to meet their own costs, including a return on the capital employed 
comparable to that of a similar private enterprise before taxes. In situations 
where such activities are operated at a substantially greater profit they are really 

in the nature of a fiscal monoploy, and the profit involved may be regarded as a 
_ virtual indirect tax. On the other hand, operation ata lower level or at a loss has 
_ the same effect as a subsidy in respect of the goods and services produced. 


TAXATION AS A FIScAL INSTRUMENT 


| 
| 
: 
: 
Apart from such situations of a quasi commercial character, government 

activities embrace a very broad range of services which are provided to the 

community in such a way that it is either impossible or impractical to make any 
| direct charge, or at least any significant direct charge, for their use. It is in 
' order to pay the cost of these broad general activities of government that taxa- 
| tion as a fiscal instrument has developed. 
i. Because of the highly interdependent exchange economy in which we live 
and because so many of government’s activities have as their basic reason the 
| assistance in the production of income in the economic sense, 1t has become al- 
‘Most axiomatic that the great bulk of taxation should be assessed either directly 
or indirectly against income. Accordingly, we have developed two substantially 
, different but nevertheless complementary systems of taxation; one of them, a 
method of striking the net incomes of various agents of production; and the 
other a process which in effect takes a share of the goods ‘and services produced 
_ from their market price for consumption. While the family is naturally con- 
_ cerned with the over-all level of taxation, both direct and indirect, it has within 
limits a significant degree of freedom in adjusting itself to the incidence of in- 


direct taxation in so far as it is of a selective character. It can do this because 

of its comparatively wide freedom of choice in expenditure and its freedom to 
_ save, both of which freedoms allow it to adjust for changes in the impact of 
| indirect taxes. However, this is not the case in respect of direct taxation. Here 
| the family is assessed upon its own economic income, ‘and only within narrow 
- limits can it legally avoid or soften the impact of direct taxes. 


be DEVELOPMENT IN TAXATION PoLicy 


With direct taxes at a relatively low level, the taxation problems of the family 
are not grave. However, the events of the last. two decades have contributed to 
& very significant change in the importance of direct taxation to our families. 
During this period taxation policy has changed to the point where, while it may 
still be regarded as primarily fiscal, itis no longer predominantly so. In particu- 
lar, taxation at high levels and associated with government borrowing policy and 
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monetary measures has acquired important economic characteristics. These may — 
be typified by the so-called cyclical policy of government finance, with its 
influence on prices, wages, incentives and employment. | 
During the course of the war, we also learned much about the emergency — 
uses of taxation, in the sense that it may be used in various ways to help to 
maximize the nation’s war effort under the emergency conditions which existed. 
I think we have also witnessed a substantial expansion of the political aspects of 
taxation policy. This has come about because of the necessarily complex and _ 
arbitrary character of relatively high levels of taxation. Accordingly, there has — 
been room for the exertion of political pressure with high amounts at stake. 


TAXATION AS A SocrAL INSTRUMENT (THE “DISPROPORTIONATE” Tax SYSTEM) 


Political interest in taxation policy has found its greatest field in the devel- — 
opment of taxation as a social instrument, i.e., as a direct or indirect means of | 
modifying the relative economic positions of different families in the community. 

In the direct sense, the social aspect of taxation is typified by the progressive ~ 
character of the personal income tax. It is true that under pre-war conditions of 
lower impact and gentle progression, the incidence of income taxation could have — 
been explained on other than social grounds. * However, the tax has emerged — 
post-war at a highly progressive scale of rates, accompanied by an integrated — 
succession duty and gift tax system which is also of a highly progressive character. — 
In combination, the two taxes operate in the higher brackets to requisition from . 
families large portions of their property and income, in amounts far beyond the © 
value to such families of services provided by government to them. Indeed, the "4 
system might rather be described as “disproportionate” than as “progressive”. ‘ 

Apart from the question of the inequity of tax structures which are too highly 
progressive, their greatest danger lies in the dampening effect which they have — 
upon incentives. It is my belief that within limits a higher rate of tax is not — 
likely of itself to affect incentives more adversely than a lower one. The 
damaging effect comes about through the comparison of one rate with another — 
by the individual himself. He tends to compare his own marginal and total tax 
rates with those of his fellows or with those of previous years. Where the com-— 
parison is unfavourable, he is likely to question the value of greater effort ora 
greater risk-taking on his part in comparison with the price. This is a particu- — 
larly likely situation where he faces the prospect of moving into a higher tax — 
bracket with a higher marginal rate. This dampening of incentive appears to be — 
widespread for some little time after a general increase in taxes, until the ne vO 
rates become accepted generally as a normal part of the tax structure. 

From the foregoing it may be concluded that I favour an income tax structure 
where a single marginal rate of tax is used over as broad bands of income as it is 
practical to arrange. I feel that such a method, involving proportionate taxation — 
of successive increments of income, would be of better advantage than the present — 
highly progressive method, even although the marginal rate of tax were fairly- 
high. Since equal income movements in the case of virtually all taxpayers 
would result in equal tax differentials, the effect of the tax would tend to be a 
neutral one as between different people, and accordingly it could be expected to | 
operate in such a way as not to distort relative incentives within the community. © 
Furthermore, it is my belief that as long as the relative incentives of one individ- 
ual as compared with another are undistorted, there will be no dampening of the 
absolute incentive of the community asa whole. (This point of view is demon- 
strated by the corporation income tax, which has been a proportionate tax bearing 
equally upon equal increments of income at a relatively high rate. From the record 
it can hardly be said to have had a dampening effect upon corporation incentives.) 


q 
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‘TAXATION AS A SociaL InstRuMENT (TRANSFER PAYMENTS) 


H May I turn now to the indirect use of taxation as a social instrument. Among 
the activities of government there have developed substantial responsibilities in 
respect of the least fortunate families in the community. Among these is our 
present system of old age pensions and pensions for the blind. This system, in 
spite of its low level of benefit and its regressive character, involves payment from 
government of the order of $100 million annually. 
During the depression relief payments were of a large order, and these have 
continued on significant scale even in recent years. On the other hand, to prevent 
a recurrence of the same type of situation on as large a scale we have developed 
our system of unemployment insurance which js designed to be financed to a sub- 
stantial extent by special contributions from employers and employees although, 
because of the inherent unpredictability of unemployment rates from the longer 
term point of view, it is difficult to say just what the contribution of government 
to the fund ultimately will be In addition there is the significant problem of 
unemployment assistance to those individuals who exhaust their insurance bene- ~ 
fits. Of course, if we are successful in maintaining adequate levels of employment — 
in the future, these difficulties should not arise in embarrassing degree. 


| bs Famity ALLOWANCES 


) f The most outstanding development which we have experienced in the field 
_ of cash transfer payments from government occurred with the introduction of the 
family allowance system in 1945, whereby cash amounts ranging from $5.00 to 
$8.00 per month according to age are paid in respect of virtually all children age 
15 or under. 
The economic problem created by the dependent children within the family is 
| one of increased consumption of goods and services and accordingly increased 
| _ expenditure with no corresponding change in income, which is dependent upon the 
_ family’s productive effort rather than upon the number of mouths to be fed. I 
| believe that the solution of the problem which we have adopted in Canada, that of 
a family allowances, is an admirable one in every respect. It has made compatible 
our economic and social philosophies; that is, that on the one hand income should 
_ depend upon productive effort, while on the other hand that the family with 
| children has wider responsibilities of its own and on behalf of the community. I 
| admire particularly the fact that the family allowance system is universal, and 
_ that there is no consequent classification of families by economic position into 
_ eligible and ineligible groups. I believe it is also sound that the amounts of the 
| _ allowances are governed only by the number of children and their ages, and that 
_ they are not affected by the family’s economic position. Even more important 
| is the fact that the allowances are payable in money and that the responsibility 
| for wide choice of expenditure is left in the hands of the individual family where 
| itproperly belongs. I do not mean by this that I am opposed to the extension of 
| community services for children in the manner in which we now provide our edu- 
cational facilities. However, I believe that moves in this direction must always 
be studied carefully in the light of the lessening of family responsibility which 
they may entail. 
: Our family allowance system involves an average rate of payment of about 


$6.00 per month per child; and for the nation a total annual level of about $275 
million. This is a gross rate of payment, which is in part offset by the fact that 
the income tax exemption for dependents is very substantially reduced in respect 


| of children under age sixteen. Roughly one-third of the family allowance child- | 
| Ten are in tax-paying families, and the income tax system effects recovery of about 


: ‘two-thirds of the allowances paid to this group. 
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CNEGATIVE” AND “CONTRIBUTORY” TAXES 


This brings me to an important point in connection with these transfer pay- 
ments by government, of which family allowances are the most important and 
widespread example. As far as I can see, whenever transfer payments of this | 
type are made by a government to its citizens according to a regular and formal- 
ized system, they can only be described in one way. They are in fact a negative 
direct tax. 1 feel that this point is rather easy to see in the case of family allow- 
ances, because of the way in which they interlock with the personal income tax in 
the higher brackets and because there 1s no system of contribution identified with 
them, their costs being borne from general taxation. Perhaps my point is not as 
clear in such a case as our unemployment insurance system, where there are direct 
contributions by both employer and employee. However, the answer lies in the’ 
fact that compulsory contributions of any kind made by the public to the govern- 
ment are in essence a direct tax, even although they may be identified for a par- 
ticular purpose as certain taxes are from time to time. In the case of unemploy- _ 
ment insurance, there are several reasons for using compulsory contributions (or _ 
contibutory taxes, as they might preferably be called). For example, the system 
is only applicable to certain employed persons and not to other members of the — 
labour force and, accordingly, it would be inequitable to finance it from general ~ 
taxation because of its lack of universality. Furthermore, the volume of benefits 
is potentially subject to substantial cyclical fluctuation and accordingly it is — 
desirable for the scheme to operate as a fund, rather than on a pay-as-you-go — 
basis. Obviously this is facilitated by a special contributory tax system. Hy 
Nevertheless, it may still be said quite properly that when unemployment insur- | 
ance benefits are paid, they are in fact a transfer payment. from government, and 
as such constitute a negative direct tax. 

If we accept on the one hand the argument that the system of direct taxation — 
embraces all compulsory contributions (or contributory taxes), and also embraces 
in the negative sense the formalized transfer payments, we arrive at the con- — 
clusion that this fiscal organism as a whole is dominantly a social one. It affects — 
very substantially the incidence of effective personal income within the com- — 
munity, and in the process divides the great majority of our families into two | 
broad groups, i.e., those where the net direct tax is positive, and those where it 1s 
negative. Because of this situation, the system tends to develop substantial — 
political aspects. These are aggravated by the fact that the structure as a 
whole tends to be very complicated and changes, when made, may seem to be of an — 
arbitrary character. Furthermore, we have yet to develop any fundamental 
philosophy which will serve to explain and interrelate the whole system of direct © 
taxation, compulsory contributions and transfer payments, and consequently 
lead to over-all simplification. i. 


Tue DemocraTic PRINCIPLE OF TAXATION | 
May I suggest that, at least until we have a better understanding of our 
over-all objectives and methods, the number of citizens who are eligible to 
vote and who are members of families which are in a positive tax position, | 
should be kept in excess of the corresponding number whose families are in 
a negative tax position. As far as I can see, this seems to be the soundes zi | 
democratic way of ensuring that we do not run to excess, through a process 
where net recipients can out-vote net taxpayers and which therefore might — 
be described as taxation without representation. Incidentally, this same demo- 
cratic principle may have further application within the group subject to net 
positive taxation. For example, at least half the eligible voters among the 
taxpaying families should be members of families whose tax load in relation 
to income is at least as heavy as the proportionate load for the taxpaying 


group as a whole. While I do not want to elaborate on this theme, may I say 
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_ ideas about incidence of taxation, in order to arrive at some logical and 
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that I believe it to be of tremendous importance that we sort out all of our 
widely acceptable principles which will accord with political equilibrium. 

It is doubtful if we would worry too much if the present situation could 
be expected to remain static. However, this is by no means the case. Already 
we are delving into such subjects as so-called health insurance (of a com- 
pulsory character), and schemes for large seale subsidy of housing costs and 
rents. I wish I had time to deal with these situations at length, since they 
both involve potential financing of high magnitude and entail many complex 


_ problems and substantial dangers. However, I must content myself with a 


brief further reference to them at a later point. . 


THE Prosiem or Oxtp AGE 
| Overshadowing these in both importance and difficulty, and also in financial 
implications, is the problem of changes in our old age pension system, which 
has become a major political issue in recent years. The problem has its roots 


in the inherent loss of income to the family through inability to continue 


| , 


economic production in old age. This is, perhaps, the most important economic 


_ problem of all in the family’s affairs. Long ago, when our families were largely 


self-sufficient, they existed with more or less continuity through generation 
after generation. At any one time a family would normally consist of individuals 


of many different ages: children too young yet to work, adult working members 


of the family and elders who, because of their age, had passed: beyond the 


period when they could contribute significantly to the family’s productive 


b 
| ¥ 


effort. Because of the incidence of mortality in those days, it was unusual 
for these elders to form a very large proportion of the family group and 
accordingly it was not a great hardship for the working members of the family 
to take care of the needs of all, and there was no acute widespread problem 
of old age in the economic sense. 

Today the situation has changed enormously. The modern family is formed 
at marriage and its children frequently leave it when they reach maturity 
and marry to form new families of their own. The parents go on into old 
age and eventually reach the point where there is very little ability or opportunity 
to produce income through economic work. Accordingly, the extremely important 
problem of saving for old age presents itself within the family. Those families 
which realize their responsibilities take this problem very seriously and do their 
utmost to solve it satisfactorily. For a satisfactory solution there must be 
very substantial savings from the family’s income during its economically | 
productive period, and this is a very difficult program to maintain over long 
periods of time under modern economic conditions. Independent of this creat 


difficulty of saving, the success of an old age savings, the success of an old 
age savings program within the individual] family may be adversely affected 
Dy a number of other factors: 

1. Lower interest rates than contemplated may impair the income derived 
from savings. 

Taxation on these interest earnings may exercise a similar effect. 
Increasing price levels may impair the purchasing power of savings. 
Unpredictable investment losses may occur. 

Family emergencies or economic pressures may cause the diversion of 
prior savings for other purposes. 

It seems to me that even if we assume that all families are thrifty and 
carry out their responsibilities in this connection as well as they can, we will 
still be faced with the situation that many persons in old age will be in a 
difficult: economic position. In Canada we have given recognition to this fact 
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through our present old age pensions system, but I think nearly everyone 
in the community would agree that the present system has serious defects. As_ 
you all know, it is a system of flat pensions commencing at age seventy, sub- — 
ject to a means test, and through most of the range within which it operates — 
erading down dollar for dollar against the income of the individual from other — 
sources. My chief criticisms of the present system are as follows: 4 
1. Its recipients are categorized as a low income class and set apart 
from others in the community of comparable age. 

9. Within the group in which it operates, there are extensive means tests. © 

3 Because of the regressive benefits as compared with other income, 
there is almost a complete dulling of incentive for anyone who has — 

not the ability or opportunity to provide income from other sources — 
significantly beyond the pension range. . 4 

4. Within the class of recipients there is almost no incentive to continue © 

to do any work. While this may not be a very important point | 

beyond age seventy, it would be of great importance if the qualifying 

age were lowered. It seems to me that any pension scheme operated — 

by the community at large should in no way dampen the incentive 

to work, for if it does it contravenes the objective of full production — 


by the community as a whole. 


Fiat Versus GRADED BENEFITS a 


We have had many proposals in Canada to improve our system of old | 
age pensions and there is a varied assortment of ideas on the subject. To — 
assist in clarifying our thinking, I would like to refer to two important — 
differences in principle. The first has to do with the question of whether the | 
benefits should be flat as between recipients, or should be on a graded scale ~ 
(i.e., higher for those persons in families who have been further up in the 
economic array). In this connection it seem to me to be obvious that if one- 
person who has been in a better economic position than another is to be en-— 
titled to a higher pension, his contribution towards the cost should exceed the 
contribution of the other by the amount necessary to provide the difference 
in benefit. If he does not contribute this much more, we have the obviously 
impolitic position that he will be drawing from the community at large more 
than his less fortunate fellow. On the other hand, if his additional con- 
tribution goes beyond the cost of his added benefit he may well ask why 
he should not have the right to direct this additional contribution into other 
channels of his own choosing and to his better advantage. a 

Even where differences in contribution and differences in benefit are equated 
in value (and this is an almost impossible equation to maintain long term), 
it may still be said that to require this money to go through the particular 
channel of an old age pension scheme interferes materially with the individual 
family’s freedom of choice, and may in many instances operate significantly { 
to its disadvantage. This is my primary reason for favouring a flat benefit, 
as against a graded benefit, pension scheme—one which treats all individuals 
eRe old age and does not relate to the previous economic position of their 
amilies. } 7 


Tue DeErerRED Equity SYSTEM 


The other difference in principle relates to the method of finance of an old 
age pension scheme which operates across the community at large. One method 
frequently suggested is the so-called deferred equity system. By this process 
contributions commence when the scheme goes into operation, and the benefits 
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are related to the contributions which are made. Accordingly, during the 

_ early years of operation of the plan those persons reaching benefit age have 

_ only had short contribution periods and their pensions are very small. It may 

_ be as long as seventy years before the then current aged population as a 

_ whole would be in receipt of full benefits. Accordingly all those persons beyond 
productive age at the scheme’s inception must be dealt with by other methods. 
In addition those retiring during the first forty to fifty years of the scheme may 
require supplementary assistance in many instances. 

Another difficulty iof the deferred equity system is that for a great many 
years contributions will exceed benefit payments, and accordingly an extremely 
large fund will be built up. Eventually, when the system is stabilized, benefit 

payments will substantially exceed current contributions, the difference being 
_ met by the interest earnings on this very large fund. This situation creates 

two grave dangers. The first one is that a fund of the magnitude contemplated 
_ cannot in fact operate to earn interest unless it is invested in productive capital 
goods. Since the fund is in the hands of the state, this would force very 
heavy state investment in the productive facilities of the nation. In other 
words, even although the community might be averse to large scale state 
ownership from other points of view it might be forced into it to make its 
old age pension scheme work. I do not believe that we have the right to tie 
posterity in this way. 

The other danger is a political one. The concentration of a huge pension 
fund in the state’s hands is a concentration of power and almost openly in- - 
_ vites abuse of that power. Large scale funds of this kind which were built up 
in Central European and Latin American countries have materially affected 
_ their political: situations. In some instances the funds have been used for 
| armaments, leading the nations to war, while in others they have been mis- 
appropriated by dictators with consequent loss to the contributors. 
| 

SoctaL BupGETING or “Pay-As-You-Go” 


| The other approach to old age pension finance is sometimes called the social 
_ budgeting method. It is based upon the premise that in the physical sense 
of old age pensions on a national scale represent nothing more than the 
| transfer of means of payment for consumer expenditure from the current 
| working population to the current retired population; in other words, an exten- 
sion to the community at large of the old time principle operated within the 
family itself. This method is a true pay-as-you-go basis of old age pensions, 
_ and recognizes that the immediate, most pressing problem at any time consists 

of the current old age population. It is a method which may be financed either 
| through general taxation or through contributory taxes, or partly through each 

of these sources. Since individual equity does not exist, it is a method which 

on a national scale must almost necessarily involve flat pensions which are 
) paid universally to everyone beyond an eligible age, without classification and 
| without a means test. Furthermore, it is a method which possesses flexibility 
‘under conditions of significant economic change, and one which in no’ way 
interferes with continued work by the beneficiaries in cases where they prefer 
_ to go on working. (I need hardly add the collateral point that either deferred 
equities or graded benefits and more particularly the two in combination, 
Involve an enormous administrative problem which is almost completely absent 
 ™ the case of flat benefits under social budgeting.) 

Tt will be recognized that this social budgeting method of flat and universal 
old age pensions is the primary proposal which was made by the Federal Govern- 
_™ment to the 1945 Dominion-Provincial Conference. In that proposal it was 
Suggested that we should have a universal old age pension of $30 per month 
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commencing at age seventy, and that study should be given to the question of 
lowering this age limit (but subject to eligibility tests) in co-operation with the © 
Provinces. It was also indicated that the cost might be substantially met by a 
social security contribution involving a straight percentage of all personal income © 
in the community. : p 
I believe that this type of approach is the one which we should follow in 
the old age pension field—a flat universal pension, payable to everyone beyond | 
a prescribed age—with the problem of additional income in old age being left as — 
one to be solved by the family through voluntary action (either individually or — 
jointly with others) in accordance with its responsibilities. 


~ 


Outp AGE PENSIONS AND Direct TAXATION 


The Conference proposal suggested that in order to remove some of the 
redundancy of the flat universal pension in the case of persons who had other — 
means and in order to reduce the over-all cost of the scheme, the pensions should — 
be regarded as taxable income, which would mean that in some instances signi- — 
ficant parts of the flat universal pension would be recovered through taxation. I - 
think that the intent in this connection was sound, but I do not think this — 
aspect of the proposal went far enough. sr 

Furthermore, it violates the principle that transfer payments from govern- 
ment are not personal income in the economic sense of the term, but are in effect, | 
as I stated earlier, negative direct taxation. It seems to me therefore, that Just 
_as the income tax exemption for a child is substantially lower in the family allow-_ 
ance cases, so also the personal exemption for or in respect of an individual — 
receiving old age pension should be very substantially reduced or even elimin- 
ated. At the present time, persons age sixty-five or over have a personal income 
tax exemption of $1,500 per year. If this were eliminated upon receipt of a flat 
universal pension, there would be progressive recovery through the income tax 
structure of a very material part of the pension costs, but there would be a 
net advantage as compared to the value of the present exemption for practically 
all persons in the old age category. “9 

It may well be asked what the overall costs of such a system would be and 
how they might be met. Assuming that a flat pension of $30 per month (the 
Dominion-Provincial Conference proposal) were paid to all persons age sixty- 
five and over (1.e., about one million at present), the gross annual cost would be 
about $360 million at present. This would be reduced somewhat by reason of 
reduced or eliminated personal tax exemptions. However, it is significant that 
the gross cost would be about a third larger than that for family allowances, and 
would in fact be somewhat over 50 per cent of the total annual yield from 
personal income taxes in the post-war years. However, I think it would be quite 
illogical to suggest that a scheme of this kind should be financed either from 
general taxation or from an ear-marked portion of personal income taxes. Having 
regard to the interest of every family in the present and prospective implica- 
tions of the scheme, it would seem that a flat rate proportionate contributory 
tax from all personal income would be by far the most simple, logical and 
equitable method of financing. In 1947 the total personal income of an econom C 
nature was estimated at slightly under $10 billion, and in 1948 at slightly over 
$11 billion. This would mean that the cost would be of the order of about 
3 per cent to 34 per cent of personal income. While it is true that a contributory 
tax of this kind could be successfully deducted at source in respect of a great 
many forms of personal income and collected without great difficulty in respec 
of others, there would presumably be a significant area of personal income which 
could not be reached by the tax, because of administrative difficulties, under 
reporting and vested exemptions. Accordingly the yield might not be expecte¢ 
to reach the level of the costs of the scheme unless it were at about the 4 pe 
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cent level in relation to personal income. Furthermore there is the significant 


point that the proportion of the adult population at age sixty-five and over is 
increasing fairly rapidly, and accordingly the weight of the costs when assessed. 


against personal income as a whole may be expected to increase, probably by 


about 4 of 1 per cent of personal income every ten years (other factors being 
unchanged). ~ : 

(In this connection it might be suggested that the contributory tax should 
be at a higher level in order to build up a fund which would serve. the purpose 
of stabilizing the tax rate. This would not mean a fund sufficient to pay future 
pensions, but rather one of much smaller scale which would equate for the 
growing proportion of population at the older ages.) 


AN EXTENSION OF THE FINANCING SysTEM 


Actually it seems to me that we should give serious consideration to the 
question of financing family allowances in the same way as I have suggested 
for old age pensions. With old age pensions at $30 per month and family 


_ allowances on their present scale, the combined current. cost would be about 


‘ 


6 per cent of current personal income in the economic sense (or about seven per 
cent of the personal income which a proportionate tax might reach). Perhaps it 
is a tax of this order which we should be thinking about as a universal propor- 
tionate tax levied on all personal income, and deducted at source wherever 
possible. 

(It should be observed that if the family allowances in respect of a child 


are regarded as a “young age” pension to him and this is considered together 


with an old age pension of $30 per month for say 10 years after attaining age 
65, the combined cost, approached from the point of view of individual equity, 


would require a contribution of roughly $100 per year during his working years. 


From its very nature this calculation obviously is approximately independent 
of mortality and interest assumptions. It is also obvious that a contribution 
of this order collected equally on a “poll tax” basis is completely impractical. 
Accordingly a modification in the form of contribution is essential. Because of 
the universality and personalized form of the benefits and the consequent 


_ desirability of having every one in the range of working ages share in the cost 
_ of providing them, a flat rate proportionate contributory tax on all personal 
income appears to constitute the only system of universal contribution which is 
both simple and practical.) 


I think it might be agreed that if our main systems of transfer payments 


from government to individuals could be financed in whole by a universal pro- 


portionate tax on personal incomes (together with specialized contributory 


| taxes as in the unemployment insurance’ system), there would be a much clearer 


‘understanding of just what we were doing and how we were going about doing 


it. Furthermore, the fact the changes in the transfer payment systems would 


entail corresponding changes in the proportionate or other contributory taxes 


would encourage much more informed and enlightened political consideration. 


UNIvERSAL ALLOWANCES 
It may well be observed that a proportionate tax of the order of 7 per cent of 


} income or even higher (if we venture into further transfer payment. fields) 


might raise the question of serious economic pressure in the lowest income 


+ groups. In this connection you may recall that in one of the documents sent 
| out to members in preparation for this conference there was an extract from 


The Economist of September 18, 1943, dealing with “Taxes on Business”. 
This article contains the following statement: 


The ... British income tax... is really three taxes in one—a 


LB universal proportional tax on virtually all incomes; a steeply progressive 
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May I now refer to the corresponding article in The Economist of 
September 11, 1943, entitled “Pay As You Go”. This article is of exceedingly 
great interest and well worth while for anyone to read. It says in part: 
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a 
tax on larger incomes; and a tax on the profits of business. An article — 4 
last week suggested that if each of these three taxes was in future to be 
fully adapted to its purpose it would probably be necessary to separate 
them. A universal income tax, to be satisfactory, must be on a “pay- 
as-you-go” basis, and it must be very simple in operation. It was suggested ~ 
that the best way of achieving these results would be for tax to be 
deducted at the source at a flat rate (or at two flat rates, one for earned _ 
and the other for unearned income) from all incomes, and the personal 
and other allowances to be given, as a separate operation, as an offset 
against these deductions. 
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The only tax which can easily be collected from incomes as they 
arise is one which ignores all allowances and is calculated at a single 
flat rate on all incomes—or at a very simple progression (though this at 
once introduces complications). But to abolish all the allowances would, 
of course, be monstrously unfair. There is really only one way of escape 
from this dilemma. That is to provide the allowances, not as deductions 
from income before it is taxed, but as offsets against the tax payable... — 
What has been suggested above is by no means new. But a novel further _ 
suggestion has recently been made in a paper read to the Institute of 
Actuaries. (“Income Tax in relation to Social Security” by A. T. Haynes, 
F.1.A., F.F.A., and R. J. Kirton, M.A., F.I.A. Submitted to the Institute 
of Actuaries on May 14, 1943.) ek 
“In calculating the cash values of the various allowances, the 
authors were struck by their similarity to the rates of benefit proposed in _ 
the Beveridge Plan . . . It would therefore appear that, after the adoption _ 
of a simplified income tax as proposed above and of the Beveridge 
Plan, the position would have been substantially reached that everyone — 
with an income would be paid an allowance by the state as an offset 
against his income tax, and that everyone without an income would 
be paid very much the same allowances. Why not simplify the whole — 
process and pay a cash allowance at fixed rates to every citizen, and levy — 
income tax at two standard rates—one for earned income, the other for 
unearned income—on all incomes at the source as they arise? At first — 
blush this seems like a revolutionary proposal. And yet, as Mr. Haynes — 
and Mr. Kirton point out, it is not substantially different from the pres- — 
ent income tax plus the Beveridge Plan. By the cumulative effect of — 
several complicated enactments, the community is already on the verge — 
of a position which, stated in simple terms, sounds quite revoluntionary. — 
Why not acknowledge it for what it is? To do this would sweep away at 
one blow all the difficult administrative questions of qualifying for benefit. — 
Every one would get his minimum income at all times and all incomes — 
would be taxed. What more direct way could there be of attaining the — 
ideal of a National Minimum? | a 
“This is Messrs. Haynes and Kirton’s thesis. It is new and startling — 
and it requires very careful examination. It is not quite true (as they 
are aware) that a scheme such as they suggest would leave everybod y 
substantially where he is now. It would be true of all social insurance — 
beneficiaries, and it would be true of all those whose tax, at the flat 
standard rate, equalled or exceeded the cash allowances. But in between, — 
those with . . . (tax) . . . less than the allowances . . . would 
realize a net gain, which would impose a corresponding cost on the 
Exchequer. This could be got round if it were provided that the allow- 
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ances were paid only as an offset against tax due or against proof of 
eligibility for insurance benefit—but in that case much of the simplicity 
and of the attraction of universality would disappear. 

“For this and other reasons, a radical solution of this kind is hardly 
practical politics at the present time. It is good, however, that it should 
be brought forward for the widest discussion, in order that the public 
may grow familiar with it, for it is not so far removed from possibility 
that it may not be taken up in earnest before many years have passed. 
It is no more radical today than the Beveridge Plan would have been 
twenty years ago. 


at tt ae 


UNIVERSAL ALLOWANCES AND PROPORTIONATE TAXATION 


If we were considering a 7 per cent proportionate contributory tax for 
transfer payment purposes as I suggested earlier, this would mean that for 
persons in the lower brackets of income tax the combined marginal tax rate 
would average about 24 per cent. Why then might we not give some considera- 
tion to a proportional tax of say 24 per cent striking all personal income? On 
an income of $1,000 for example (i.e., the present personal exemption limit), 
~ this would mean a proportionate tax of $240. Accordingly, a universal allowance 
_ of $20 per month to all adults under age 65 would offset the proportionate tax 


_ at this income level. Correspondingly an old age pension of $30 per month 
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would offset a 24 per cent proportionate tax on an income of $1,500 (i.e., the 
_ present personal exemption for persons age 65 and over). 

Such a combined system would mean that we would levy a 24 per cent 
proportionate tax on all personal income, with source deduction wherever 
possible, but that correspondingly we would use a system of personal allowances 
of $30 per month to persons age 65 and over and $20 per month to all other 
adults except the extremely small minority of persons who, though able to _ 
__ work, might refuse to do so because of such a benefit and to whom the allowance 
would be denied. Below the $1,000 level the allowance would be a net benefit, 
i.e., it would exceed the proportionate tax payable. I suggest that in such 
cases the amounts involved might well represent the answer to the awkward 
_ long term housing cost problem, whereby persons of very low income cannot 
afford to pay an economic rent for housing of the minimum standards of 
‘quality set by the community. 
| With a proportionate tax of 24 per cent, it would not be necessary to move 
_ to additional taxes (which might be called surtaxes) until a fairly high level of | 
individual income had been reached. Certainly they would not need to come 
into play until the $5,000 level at least and I should think the $10,000 level 
might be reached before they would be considered. Accordingly the method 
would satisfy my earlier premise that the same marginal tax rate would prevail 
for a very broad band of taxpayers. In fact, even with the very large group 
whose taxes were less than the flat allowances the same marginal tax rate would 
be operative. Probably as many as 95 per cent or more of all recipients of 
income would be subject to the same marginal rate of personal taxation, and 
the resultant effect of taxation on incentives would, according to my views, be 
virtually neutralized. (In using particular figures in the foregoing examples, 
I wish to emphasize that they have been for illustrative purposes only, in order 
to clarify my point of view. I do not wish it to be thought that I am endorsing 
or recommending any of the amounts or rates which I have mentioned. At the 
Same time it might be mentioned that the combined allowances used, 1.e., the 
present family allowances, $20 per month for adults under 65 and $30 per month 
I old age, would result in gross annual transfer payments of about $200 per 
capita. This is in excess of 25 per cent of the 1948 per capita personal con- 
| Sumption of goods and services and is probably at least 27 per cent of the 
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personal earned and investment income which could be reached by a proportion- — 
ate tax. Accordingly even a 24 per cent proportionate tax would fail to finance ~ 
completely the universal allowance system illustrated.) ss 
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INTEGRATION WITH UNEMPLOYMENT INSURANCE 


In giving the foregoing illustrations I have not drawn attention to the sim- — 
plifications which might result in our other transfer payment systems. As 
an example, in the case of unemployment insurance we would be in the position — 
where the allowance of $20 per month would continue during 1 period of © 
unemployment. Accordingly the unemployment insurance system might feasibly — 
be fitted to this condition just as it is now fitted to the present family allowance 
system. This would mean that the contributory taxes for unemployment insurance 7 
and the rates of benefit would no longer have to be of a regressive character — 
in relation to pay rates (i.e, a higher proportion for the small rates than — 
they are for the larger ones). Accordingly the contributory taxes would become 
proportionate to covered pay (e.g., 1 per cent of covered payroll for the employee 
and a corresponding rate for the employer). Likewise the benefit rates would — 
be directly proportionate to the rate of covered pay. Such an integration of — 
unemployment insurance would be easier to understand and simpler to operate. 


CATASTROPHIC HEALTH Costs ‘a 


Another point to which I have not referred is the present position in the — 
tax law of exemption for medical expenses in excess of 4 per cent of income. — 
‘This relates to what might be regarded as the catastrophic health costs of 
the individual family and the ones which, when they occur, can be met only — 
with difficulty and sometimes are of a magnitude and character where they 
are not insurable under present forms of voluntary insurance. It seems to me ~ 
that this is an area where we should think seriously about a system where the — 
amount of these costs beyond say 4 per cent of income (which appears from _ 
statistical evidence to be the average health cost borne by families at various — 
income levels) might be directly covered as part of our direct taxation and — 
transfer payment system. I have the feeling that a solution of this kind would © 
be superior to any over-all health insurance scheme, which would involve a — 

- great many awkward considerations of a non-financial character. = 


OruEeR Direct TAXES Ey 


In my discussion I have not referred to such elements of personal direct — 
taxation as the investment surtax, the gift tax and succession duties. These — 
adjuncts to the system have appeared for several reasons. In the first place, they 
reflect the absence of any tax on capital gains in our structure. Furthermore, — 
they may have some bearing on the question of under-reporting of income. 
As well as this, they are of importance in relation to our system of indirect 
taxation in the sense that it strikes consumption as an approximation to income. 
However, there is a failure to do this in that consumption and income differ by 
varying amounts because of savings, and accordingly there is a case for 
specialized taxes which bear a direct relationship to savings, in the way that the 
investment surtax, the gift tax and succession duties do. In any event, the 
amounts of these taxes are very small as compared with the general level of 
income taxes or transfer payments. 


| 


ANOTHER Form oF TRANSFER PAYMENT o 

Another matter upon which I have not touched is the whole question of 
public borrowing with reference to taxation policy and with reference to the 
matter of interest on public debt. In many senses of the word, the interest 
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on the public debt is also a transfer payment but of a distinctly different kind. 


= 


__ This has been borne out forcibly in recent years by reason of the effective control 


—_ 
‘ 


_ by government of the applicable rates of interest, and this means that any study 
_ of direct taxation and transfer payments is incomplete without reference to this 
question. 


CONCLUSION 


_ The Canadian Tax Foundation was formed for the purpose of studying 

_ the basic philosophy, structure and methods of our taxation system. In the 

course of my remarks I have endeavoured to bring forward the point of view 

that in the field of direct taxation at least, various special compulsory contri- 

_ butions (i.e., contributory taxes) are really a part of the direct taxation system, 

_ and correspondingly that systematized transfer payments, whether they are 

_ paid for through general taxation or contributory taxes, are really a form of 
 hegative direct taxation and therefore part of the system as well. 


re I believe that it is extremely important to study these matters as an 
integral group in order to arrive at a logical system which is simple, under- 
_ Standable, equitable and practical. My hope is that in the course of your 
_ projected studies of personal taxation my remarks may be of some assistance 
_ In guiding you to conclusions which will be of benefit to Canada and all of its 
people. 
Tue Wirness: Since giving that paper I have continued to do a substantial 
amount of work in connection with social security, more particularly in connection 
_ with old age security, but even in the course of months one’s view can change 
slightly. I might mention that I happen to have been on the drafting committee 
_which prepared the brief which you reviewed yesterday from the Canadian Life 
_ Insurance Officers Association and the brief which you reviewed Wednesday 
from the Canadian Welfare Council. I might also say that in the case of the 
| Canadian Life Insurance Officers Association brief I am in agreement with all 
__ the points that have been raised; in the case of the Canadian Welfare Council 
brief, I am in agreement with all the points upon which I feel competent. to 
_ express an opinion. As you can realize there are some matters covered in that 
__ brief which are beyond the sphere of an actuary. I mention those points, Mr. 
_ Chairman, because those briefs, in contradistinction to this paper, may indicate 
_ how my thinking has progressed in the interval, and also because I do not want 
| to take up your time by going over arguments and points of view which have 
already been presented to you within the last two days. } 
My main approach to this subject, I think, is very much the same as yours. 
| Here in Canada we have an old age pensions system which within its framework 
has functioned relatively satisfactorily but which is producing the situation 
where our old people in the group beyond age 70 are divided into two classes, 
and two approximately equal classes: a class of pension recipients which is 
| becoming very close to half the total group, and a class of non-recipients. Prob- 
| ably the non-recipients in the main have had prior economic status where they 
_ Contributed very substantially to old age pensions which were being paid during 
| their working years, while the recipients in the main probably had prior economic 
Status where they were not contributing. It seems to me that that type of 
Situation is a bad one to perpetuate in a country like Canada where it violates 
our ideas of the Canadian community as‘a whole. I do not think myself that a 
Move to significantly relax the means test either by increasing the allowable 
Income or alternatively by changing the dollar per dollar reduction formula 
would help the situation. It would substantially expand the group of recipients 
but it would make this two-class problem even worse than it is today. 

: My own feeling is that a sound and democratic solution lies in the direction 
| of providing a pension for everyone who has arrived at a particular status, and I 
further think that in the process of doing this it is also sound and democratic to 
—-62856—24 | . 
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develop a system of paying for these pensions by which virtually everyone makes 4 
some contribution. If we move in that direction we are making a major move 
that is quite important. It is not just a question of abolishing the means test. 

In fact, that is what may be done on the benefits side, but remember that a 
system ‘of the type we have now, is a welfare type of approach, with a welfare — 
type of administration. Once we move to a universal system we are no longer 
engaging in what may be regarded as a welfare measure. I think you will find | 
in an earlier part of my paper that I have made reference to transfer payments _ 
of the character of family allowances and old age pensions if they were paid 
universally, in which I have categorized them as ae taxation, and in my © 
opinion that is exactly what they are. 

Going along from there, I have very strong views to the effect that a universal 
system of pensions should be ‘a flat benefit system. I have the feeling that ~ 
any system of graded benefits whereby people who had better prior economic — 
status receive larger pensions 1s likely to have a depressing effect upon the ~ 
people who are in greater need because it seems to me that the global commit- 
ment for pensions, that is, the aggregate burden, will be a very important con- 4 
sideration, and a process which elevates the pensions for some is likely to lower 
them for others. As well as that, I do not think it is quite in the Canadian 
tradition to engage in a system that grants greater fiscal benefit to persons who 
may be in a better economic position. Our whole taxing philosophy has been 
predicted upon the assumption that the man who is better off must at least pay — 
the same taxes as the other fellow, and in most instances pay more. Certainly — 
it 1s not within our taxing philosophy to assume that the man in the better position — 
should pay less; and in effect, a system of graded benefits, if you regard it as 4 
negative taxation, has that effect. One other point, I will not go into detail: if i 
you study some of the principles of taxation as developed by the economists I — 
think you will find that from the long term point of view it is not possible to have 
one tax measure compensating for another one. The tendency in the develop- — 
ment of a tax structure is to have the various taxation measures parallel one ~ 
another rather than to have one tax method tending to correct another one. : 

Coming to the matter of amounts of benefit, on the one side I do not think 
that a universal benefit structure should provide benefits that reach the subsis- i 
tence level. I think that the benefit structure should still leave at least some resi- — 
dual responsibility to the individual to save. It would not be in keeping with our — 
ideas in Canada to have benefits cast at a level which would be sufficient or more 
than sufficient for broad segments of the population because that would mean that — 
in their cases saving was no longer a necessary virtue. As well as that, and I © 
think this point was mentioned yesterday, it has seemed to me that the ‘benefit 
structure should be such that the recipient group as a whole taking into considera-— 
tion all of their other resources should not be in a position where their spending” P 
power is beyond that of the population as a whole. 

You will recall that the figures mentioned yesterday indicated that in he 


the per capita personal spending was $68 a month. That figure includes non-cash 
spending such as the value of home ownership and home produced food, so that 
the actual figure for per capita cash spending is slightly below $65 a month. lta 
does seem to me that that benefit structure should not be of such an amount that 
together with other resources the recipients would have a spending power on the 
average exceeding that figure. On the other hand, there is the point that by 
reason of our present position it will be undesirable to move to a universal benefit 
of less than $40 per month. The reason is that any lower rate of benefit would 
still need a very substantial supplementary means test system. A rate of $30 
would mean that we would have means testing to the extent of an additional $10 ; 
per month, and this would affect most of the ‘present old age pensioners in order 
to maintain benefit at the present, level. 
On the question of age, my views are that it would be very undesirable for 
us to contemplate universal benefit that commenced below the age of 70. I might 
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_ argue under other circumstances for a slightly higher age than 70, the reason. 
being that it seems to me that universal benefit should not come into play until 
the age at which only a minority of the population are working, or are wives of 
workers; and from the statistics available I would think that point would be 
reached at about age 71 or age 72, certainly not just immediately below 70, where 
_ a substantial majority of the people at this age would be working, or wives of 
working people. On the other hand, we are in the position now where we have a 
system commencing at age 70, and I think it would be highly undesirable to con- 
template moving to universal benefit and commencing it at a higher age than 
that. 

You have had a number of points of view presented to you about the problem 
of people immediately below 70, more particularly the point that with the increase 
in longevity and improvement in health people can remain in remunerative 
occupations for a longer period of time. It has seemed to me that a substantial 
amount of study should be done on this question of the group immediately below 

_ age 70. Actually, there are four main categories in that group, and I am speak- 

_ ing now of those between ages 65 and 69. The first category is the people who 
are working, including the wives of these working people. The second is the 
_ people who are still in the labour force but are unemployed. I may say that from 
the Unemployment Insurance Commission’s statistics the unemployed group in 
the labour force above age 65 appears to be very small, so small that it is 
_ estimated at less than 10,000, but there are no exact figures. The third category 
consists of people who are described as voluntarily retired, people who may still 


. 


have the ability to work but who by reason of their resources have left the labour 
market. And the fourth group consists of people who are unable to work because 
__ of health conditions or what might be regarded as premature old age. 
| - As I see it, any scheme fitted into this age group should not be universal. I+ 
might cover the people who are unable to work or it might cover on a means test 
__ basis, as is now done above 70; or it might cover on a so called work test basis, 
_ similar to that used in the United States. I do not think that there would be any 
| very significant difference in coverage on any one of these three bases. I would 
_ Imagine that the number covered would be of the order of 100,000 people who 
would come into benefit, whether under a health basis, or under a means test 
__ basis, or under a work test basis. There would be some difference in the figure 
| depending upon the basis but it would not be very significant, because, as ‘I say, 
_ agreat majority of the people in that age group are either working or voluntarily 
i retired and have other resources available to them. 
. Mr. SmirH: What age group are you talking about? 
| The Witness: The age group 65 to 69. A great majority of the people in 
that age group are either working or voluntarily retired. I would like to make 
one or two remarks, Mr. Chairman, about the questioning of finance. Would 
| you prefer that I go on? 
The CuarrmMan: What is the wish of the committee? Shall we have Mr. 
_ Anderson proceed on the financial aspects of the scheme, or would you prefer 
_ to ask him questions on the topics which he has discussed this far in his 
presentation. 
| Mr. Suaw: I would suggest, Mr. Chairman, that we allow Mr. Anderson to 
go ahead and complete his submission. 

Mr. Brown: Yes, Mr. Chairman, unless we do that we may not have time 

to get him back on to it again. 


The Cuarrman: Is that agreed? 
Some Hon. Members: Agreed. 
_ The Wiryess: Mr. Chairman, I did mention earlier that I feel that a pro- 


a. of this kind should be financed by a special method. Before looking at 
_ the particular method I would like to state my view, that I think it should be 
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financed through a special account into which the special revenue in whatever 
form it may be is paid and from which the benefits: are paid, I feel that the 
financing should be on a pay-as-you-go basis, that the account should be designed — 
to carry the system from year to year but it should not be of a type where a large 
fund is built up. I do not feel that it is even necessary to build up a fund to— 
equate for the prospective increase in the proportion of persons at the older ages — 
in the population. This increase may have the effect, as I pointed out in my © 
paper, of slightly increasing the benefit load from decade to decade. My own 
opinion is that there should be special revenues sufficient to pay the full amount — 
of benefits in good times. That would mean that in bad times, if they occur — 
again, the revenue would not be sufficient to cover the benefit load. The fund © 
or account would run at a deficit during bad times but would be self-balancing — 
in good times; therefore, the balancing contributions out of general revenue 
would be determined by the extent of the cyclical fluctuations in the account. 
I do not think it is desirable to use a financing system that provides too much | 
revenue in good times and too little in bad times with the idea of effecting a— 
cyclical balance because there is a misunderstanding of the situation during ~ 
periods of good times when the account piles up revenues substantially in excess — 
of benefit payments. c. 
Now, as to the form of financing, I have already said that I think’ the 
financing should be of such a character that virtually everyone makes some — 
contribution of his own. The universal character of the financing seems to me 4 
to be important as a thing that parallels the universal benefit. Secondly, the — 
financing should be simple. I shudder to think of some of the complications © 
that arise from time to time in financing under such a scheme as the American — 
old age and survivors insurance plan. Third, the financing system should be- 
equitable in the sense that it must take cognizance of the ability to pay as 
between people in various economic positions. And, fourth, the financing system 
must be practical in the sense that it must not involve costly and difficult © 
administration, nor should it be of such a character that it might run the risk 
of substantial collection losses. 
Mr. Benipickson: Pardon me, what was the second point? “4 
The Wirness: The second point was that the scheme should be simple. 
Mr. Benipickson: And the first? : 


The Wirness: The four points were that the financing system should be 
universal, simple, equitable and practical. d 
In my paper I have suggested a method of tax proportionate to all income, | 
which is the system in effect in New Zealand. There are partial defects in that 
method and quite significant ones which do not appear on the surface. There 
is the defect in the case of certain low income groups where the problem of 
collecting the tax on all income would be a very difficult one, and the yield in 
fact would be very small. There is the defect in the case of non-cash income 
where it would perhaps be impossible to levy a tax of this kind. I refer, for 
example, to the value of home ownership, which I think is taxed in the United 
Kingdom. Another example would be the value of home food production. It is 
almost impossible to ascertain such items let alone to levy and collect a tax on 
them. Accordingly, it has seemed to me that it might be desirable to explore 
more fully the concept of a tax not upon personal income but upon personal 
spending; that is a tax in the general form of our present sales tax; not a tax 
that applies to all consumer sales, because as you all know there are certain 
very substantial areas to which the sales tax does not apply. 4 
To my mind a tax upon personal spending should not include a tax upon 
food produced in Canada and a tax upon rents. | My reason for this is that 1? i 
neither equitable to tax Canadian produced food since so many people produce 
their own food, nor is it equitable to tax rents since so many people own the 
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own homes. I think you will appreciate that a tax on personal spending, if it 
leaves out those two substantial areas of spending, has an impact as between 
_ families that is somewhat different from a tax upon all spending. 
* On the other hand it must also be observed that a tax on spending does not 
_ tax savings and some of my economist friends tell me that the present sales tax, 
for example, in the broad area of expenditure upon which it falls, has about. the 
same inpact on different families in the community as would a proportionate tax 
upon all personal income. 


I might mention that this form of tax has an important incidental attribute 


(apart from the feasibility of collecting it without great difficulty as compared 
with income tax) in that it does not strike savings. It seems to me that if we 
are embarking upon a plan which might involve a so-called pension floor, it is 
important not to discourage supplementary savings; and if the financing method 
is a tax on spending rather than a tax upon income, savings are not adversely 
affected. 

| On the other hand it is important to realize that the method does strike the 
_ spending of savings and that a great deal of the resources of people who are in 
_ the old age group come from the spending of savings rather than from income. I 
would hardly venture to make an estimate; but in the case of annuitants for 
_ example, about # to ths of their spending is the spending of prior savings, while 
_ from one-fifth to one-quarter is the spending of income. Accordingly a tax on 

‘spending would in the case of the recipient group effect a very significant recovery 
_ from people who had other substantial resources. It would be much greater than 
any possible recovery which could occur through modifications of the income tax 
“System in respect of the recipient group. 

_ position as directly as might a tax on income; and in Canada’s position, I think 
_ it is always important for us to realize that a great deal of our economic prosper- 
| ity rests upon our position in the export markets. 

A The other point about financing which I would like to mention, is one you will 
_ see referred to in my paper. If we move to a universal pension, as I have said 
_ earlier, we are embarking upon what amounts to a fiscal] measure of about the 
| same type as family allowances. It is interesting to note that during our last 
_ federal fiscal year family allowances expenditure was $298 million. Old age 
pensions expenditure was $94 millions. That later figure includes pensions to 
| the blind; but the total amount is just slightly less than the combined total of 
| $392 million. 3 
{a Sales tax revenue in that same year was $415 million. In other words there 
| 1s today an approximate balance between revenue from the sales tax and federal 
| expenditures on old age benefits and family allowances. If for example we 
| Were contemplating moving to a universal $40 pension at the age of 70, it would 
have the effect of lifting expenditures by some $200 million. In that case it 
| might be desirable to consider the vehicle of an increased sales tax, perhaps 
modified to become more in the nature of a personal spending tax as I have 
| described it, having regard to the particular purpose of the tax, placed at a level, 
let us say, of around 12 per cent rather than 8 per cent. That would produce 
revenue which under current conditions would cover both present family allow- 
ances and universal old age pensions. 

I think those are the main points I wish to make, Mr. Chairman. However 

“there are two things I would like to add. It has seemed to me that on this 
| problem of the group in the late 60’s there is a great deal of study to be done. I 

am very hesitant about feeling that we are ready in Canada to reach a conclusion 
as to just what ought to be done, and the extent to which responsibility should 
fall as between the different levels of government. 

Moreover it seems to me that in the case of people beyond the age of 70, if we 
“move to universal pensions, we should be very careful to study the living pat- 
| terns which develop in that age group under conditions of receipt of universal 
"Pension. 
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My own feeling is that those living patterns may very significantly from 
what they are today and that you would find that with universal pensions many ~ 
of the present old age pensioners might tend to move back to family groups | 
whereas the present system is such that it has the effect of discouraging this in 
many instances. Accordingly it seemed to me that a study of this kind con- 
ducted progressively over the first few years, if we move to universal pensions, | 
would give us a much better idea of the exact level at which universal pensions — 
should be placed. . 

The CuarrMAN: Now, gentlemen, should we take up the points raised by Mr. 
Anderson one by one, or by groups? What is the suggestion of the committee? 

Mr. Fueminc: I think we should take them up one by one, Mr. Chairman. 

The CHarrMAN: Very well. 

The Witness: Before we start, it was:my understanding that a question was — 
asked yesterday about certain premium calculations. I have those calculations — 
if you care to see them. q 

The Cuarrman: The first point raised was universality of benefits under a _ 
flat rate benefit system. ; 

Mr. SHaw: To those over 70. 


The CuHarrMan: Yes, to those over 70. Let us include the age. And we may q 
add to that the amount of benefits and take the whole thing together. 


By Mr. Fleming: 


Q. From what you have said, Mr. Anderson, I think it is perfectly clear — 
where you stand on the matter. We have asked different witnesses who have 
appeared before us for criticism of the present system. Their criticism broadly — 
speaking has been threefold: first, the means test; second, the age; and third, the — 
inadequacy of the payments. I think in all cases the witnesses repeated that — 
order of priority and of urgency of remedy, namely, the means test, the reduction 
of the age, and an increase in amount. So I think it is quite clear from your state- — 
ment just where you stand on this. You would subscribe, broadly speaking, to 
the same order?—A. In my view the most important problem is to eliminate the 
means test. As to the question of amount and the question of age I hesitate to — 
place a priority upon them because I think that both of those questions require — 
substantial further study. It seems to me it would be very undesirable to move — 
to an amount higher than $40 or to an age lower than 70 perhaps for some years. 


By Mr. MacInnis: 


Q. I think Mr. Anderson made a statement that the amount of the pension — 
paid without means test on a universal basis should be somewhat below the sub- 
sistence level; I think he said it should not reach the subsistence level—A. That 
is right. Ye 
Q. I think I am correct in my supposition that a great many of those who 

reach the age of 70 and who at the present time receive the old age pension have 
no means other than the pension. . 

In examining the figures in the old age pension report for the province from 
which I come, British Columbia, I find that approximately 60 per cent of those 
reaching the age of 70, making application for old age pension and qualifying f 
it, have no personal or real property at all. Now, what are you going to do? 
How are you going to augment their income, if the pension does not provide a 
subsistence level? Society has come to the point where I do not think it will any 
_longer tolerate a large section of the community—a relatively large section—living 
at a level which is lower than a subsistence level.—A. I can appreciate your point 
Mr. MacInnis. It has seemed to me that the statistics in relation to the present 
system suffer from certain defects. In the first place, a person of the age of 70 
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_ without means is placed in the position where he cannot earn any significant 
amount of money without having his pension reduced. You will find in that class. 
- a number of people who could still do some work, but with our present system 
_ they do not, because it has the effect of reducing the pension. 
Secondly, there are others in the same group who could, under other circum- 
stances, rely to some extent upon younger members of their family, but our pres- 
_ ent system discourages this because it has the effect of reducing the pension. 
} As well as that, there will probably always be a small residual group which, 
I would hope, would never get beyond, let us say, 10 per cent of the old age popu- 
lation, who might require some supplementary local assistance. 


By Hon. Mr. Horner: 


: Q. Do you mean supplementary assistance by municipalities?)—A. By 
municipalities or by provinces. 
| Mr, Suaw: Has Mr. MacInnis finished, Mr. Chairman? 


Mr. MacInnis: There is only one more point I wish to make. If the pension 
_ were sufficient or the benefit were sufficient to provide a subsistence level of living, 
and the means test were removed, those factors which you mention would not 
apply. 

" I agree with you on the bad effects of the means test. As a matter of fact, 
for a long time I have contended that it puts a premium on shiftlessness—and 
Ido not like the use of the word—and also on failure of people to apply 
_ themselves. I have noticed, among the people who approach me when applying 
for pensions, that those who have worked hard and acquired a little home and a. 
_ little savings are at a disadvantage, in my opinion, as compared with the person 

who has taken no thought of his old age at all. Prehaps those who have taken 
no thought are a very small proportion, but the force of economic circumstances 
| prevents others from acquiring either property or income. 

The Witness: As I expressed myself earlier, my own feeling is that the 
| level might approach subsistence, but it should not quite reach it. I do not 
_ think it is right for us to take away all responsibility to save from the individual 
| —and I refer even to those amongst the least fortunate people in the community. 
_ I think everyone should be left with some small residual responsibility of his 
Own. 

Mr. Fiemine: And of his family, in some cases? 

The Wirness: Yes. 


__ Mr. Suaw: Would Mr. Anderson define subsistence as he regards it? Also, 
| what would he do in the case where a man has a wife two, three, or five years 
_ below the age of 70 and while subsistence to the extent of $40 would suffice so 
an as he is concerned, what about his wife, for whom he has a legal responsi- 
| bility? 

The Witness: On ‘the first question, I am afraid I am not qualified to © 
| answer. I think there are probably almost as many definitions of subsistence 
| level as there are people who try to define it. 

{> Mr. Brown: It varies from municipality to municipality. 

, The Witness: Yes. 

Mr. SHaw: Would you base it ona cost of living index at a given time? 

The Witness: I am not qualified to answer the question of what subsistence 
| level is. All I say is that if a reasonable conclusion as to subsistence level is 
reached, the universal pension should be placed slightly below that figure. As 
| One of the members has pointed out subsistence level is something which is very 
| difficult to define nationally. It has substantial variation for certain particular 

Teasons—principally rent—as between the different parts of the country. 
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| ‘ 
Mr. Brown: Did you not say you could not take a universal payment of 
less than $40 a month? : } aie 
The Wrrness: I said that, because of our present pension, it would be~ 
undesirable for us to move to a system which provided less than $40 a month | 
because that would leave us with a very substantial residual means test system. 
I assume that $40 a month would hardly be regarded as subsistence level i 
in a good many parts of Canada. I appreciate the fact that it might be regarded — 
as subsistence level in circumstances where the individual really has other. 
resources——a man and his wife who own their own home or who have a farm, | 
would find that $40 apiece might certainly represent subsistence. Remember, — 
however, that they are in a position where they have already acquired those — 
other resources and they are not entirely destitute. 
Now your second question relates to— 


By Mr. Shaw: Sieh 


Q. Related to wives under 70?—A. It does seem to me that the problem of 
a wife under 70 when the husband is over 70 is one that requires significant _ 
further study. In other words, the wife is a member of this age 65 to 69 group of © 
which I spoke earlier. 7 | q 

Q. But, on the other hand, it has a very definite bearing on the position of — 
the pensioner over 70 in reference to this subsistence level of income?—A. Quite. — 

Q. My personal view is that one of the great weaknesses in the present 
set-up is our failure to recognize the existence of that dependent wife under 70? 
__A. Put it another way around though, Mr. Shaw. It might be argued that in 
those cases where the wife is several years younger than the husband the 
residual personal responsibility of that family is to save enough money to take 
care of the few years before the wife reaches 70 but after her husband has 
reached 70. q 

Q. That will apply in quite a number of cases but it cannot apply in a 
ereat many? ; q 

The CHairMAN: Maybe that is why the witness says that the particular 
problem you raise should be taken care of with the whole problem of people 
between 65 and 69. 


By Mr. MacInnis: = 

Q. May I ask the witness a question there? Is it not desirable from a social 

or community point of view that where there is a family formation, at the age 
where the head of the family becomes eligible for pension some provision ‘should 
be made if the income is not sufficient, to keep the family together—under ci 
cumstances as indicated by Mr. Shaw where the income would not be sufficient 
to keep the family together?—A. Well, it seems to me Mr. MacInnis to be a 
problem which falls in the area of what might be called assistance benefits 
rather than universal benefits as of right. The question as you expressed i 
relates to families of a certain character and presumably ones that are also in 
certain circumstances—humble circumstances. It does seem to me that it is 4 
very difficult problem to solve on the basis of a universal benefit as of right. — 
I would like you to bear in mind two points that I made earlier: that at ‘he 
present time it is probable that even as late as age 71 or 72 a substantial numbe! 
of men are still working, and that the significance of the problem may not be a 
great as it appears on the surface. ‘ 
In other words, if a wife is say three years younger than her husband if | 

can ape in erg e until he is 72 it would only be one year before sh 
reaches the age o o not say that situati i y the 
there are cases of that kind. Misiaianan retained a” aa 
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4 Q. May I point out that the Canadian government has already taken cog- 
_ nizance of the family formation in the case of pensions that they provide for 
‘ judges. There, surely, is an instance where there should be an opportunity of 
_ making savings while the family is working. Judges can continue mueh longer 
_ in the discharge of their duties than can most persons engaged in work. A pro- 
- vision is made that a certain part of the pension applies to the wife after the 
judge, her husband, passes away.—A. Well, Mr. MacInnis, I think you will 
- find throughout the country in different occupational groups that particular 
pension provisions are arranged having regard to the circumstances of those 
occupational groups. The numbers involved are often sufficiently small so that 
the problems can be examined, to a substantial extent, on an individual basis 
_ to see that a satisfactory solution is reached. It seems to me much more difficult 
_ to get an approach which applies to the problem as a whole, and which can take 
all of these particular circumstances into consideration. 
Q. It is not the approach that is so difficult—is it only a matter of the will 
involved. 
The CHarrMan: Well, that is a matter of opinion. ¢ 


Fs" Mr. Larne: I would like to ask a question in regard to money values. When 
we pay $40 a month to people we are deeply concerned about the goods they 
_ ¢an purchase with $40. I think Mr. Anderson is probably more able to give us 
_ information here than anyone we have heard. Is: it not a fact that over the 
_ years there is a tendency toward broad term deflation or cheapness of money— 
_ whichever term you may wish to use—punctuated by periods such as the years 
— 19382 to 1935. However, over the long term, period probably again qualified 
by patterns of living which even the aged have to follow in part, there is an 
indication that $40 would be worth more today than it would be twenty-five 
| years from now. Could that be taken care of on the basis of a five year review 
' or a ten year review? Is that your general thinking? 
\% The Witness: There are actually two parts to that question. From the 
_ longer term point of view there is the question of the value of money, but people 
in the government, presumably know more about that than I do. 
‘a Mr. FLeminc: Presumably. 


| »_ The Wrrness: There is also a much more important long term factor and 
| that is increase in productivity. Given a stable dollar, we will presumably still 
_ have rising wage rates because of increasing productivity, and accordingly, rising 
| Spending power of the population as a whole. Quite naturally, under those 
| circumstances, from time to time, a pension system would have to be reviewed. 
If the average per capita spending in Canada moved from the figure I stated 
_ of $68 up to $90 per month due to rise in productivity—and I am speaking now 
| of stable dollars—a pension which might have been appropriate when the level 
of spending was $68 would not be appropriate when it was $90. 
t I mention the foregoing point as being a second phase of the same problem. 
| Experience in this country, and the history of all systems, indicates that from 
} time to time there would have to be some review. I do not feel, however, that 
| it would be desirable for Canadians, through their elective representatives, to 
legislate that the review should necessarily occur at specified periods. It would 
| Seem to me that from the point of view of statistics it should be a matter of 
| continual review; there should be continual comparisons of the position of the 
pension system with the position of the working population. It should be the 
esponsibility of parliament as the result of that information developed from 
- Month to month and year to year, to take the required action when necessary. 
: | _Mr. Laine: You would agree that even the members of this group are car- 
| med along to a certain extent in their spending patterns by the vastly greater 
group? 
The Wirness: Oh, yes. 
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By Mr. Smith: 


Q. I am not quite clear on this. Do I understand that with the universal — 
system under which the age limit would be 70, that you would have as a supple- | 
ment another system that would take care of those between 65 and 69, and where 
there would be all three tests: a means test, a health test, and a work test. 
Was that your suggestion to us?—A. My suggestion was that the problem should 
be explored quite fully. I do not believe at this stage, and perhaps for years to — 
come, that we will get a final solution to the problem of the group aged 65 to 69 — 
—and even perhaps for some of the persons in the early 60’s. | 

Q. In that case, it therefore follows you do not believe at this stage that — 
women should be granted a pension below 70 years of age?—A. While I appre-— 
ciate the problem of wives below age 70 whose husbands are above age 70 it does 
seem to me that they should necessarily be considered as members of the age 60 
to 69 group, and it would be undesirable to reach a partial solution for certain — 
members of that group without exploring the problem of that whole age group. 

Q. What is your reason that we should not take steps to take care of that 
eroup as soon as we can instead of exploring it and bring in the universal system 
—is that your evidence, to bring in the universal system first—and in the mean- 
time explore this group and see what should be done? You do not think that 
problem should be tackled now?—A. I certainly have no objection to the study 
of it being made now; it is a problem that has been studied here in Canada and 
in other countries for some time and in other countries solutions have been worked 
out that are more or less satisfactory. I have not thought that studies in Canada 
are at such a stage that you would find widespread agreement as to a form of © 
solution. — , & 

Q. It would seem to me that if we do not tackle that problem now we would 
be making a sudden jump from the welfare aspect of this problem into the fiscal 
aspect as you suggested earlier in your remarks?—A. I would point this out, if 
we move to $40 universal pension at age 70 the provinces will be in a positio 
where they are relieved of substantial administrative responsibility in respect 
of the present pension group and are relieved of their contribution towards the — 
present pension and that it is quite probable that the provinces for the time being 
will be in both the administrative and financial position to take care of residual 
assistance which may be required above age 70 for a very small group and also 
to tackle this problem of assistance. at the ages just below 70. : 

Q. That would, therefore, mean that the welfare aspect would be looked 
after by each province, with each province being a little more conscious of its 
own particular province—A. I assume that at the federal level it would be 
undesirable to move directly, as it were, into a program which did not deal with 
the situation universally in a particular age group. : | 

Q. I would like Mr. Anderson also to comment again on the re-grouping by 
families which might result if we had a universal pension scheme. Do I under- 
stand you to say that as a result of universality with everyone getting a $40 pen- 
sion at age 70 that there would therefore take place a re-grouping of families 
into larger units?—A. As I understand it, the situation today is that a pensioner 
may have the choice between, say, living alone, or living with children; if he 
lives with his children his pension is reduced somewhat, it is true; if he lives alone 
he is paying out rent, so he is in an approximately neutral position. The rent he 
is paying, if living alone, may about equal the reduction in pension which would 
occur if he moved in with his children. It may be that under the present circum- 
stances, if the position is neutral, he prefers to live alone; but as soon as he 18 — 
receiving a pension as of right the position in that family is now changed. #4 
saving can be effected if he lives with the children and there may be a number 0! 
instances where this will occur. oy) 


Mr. MacInnis: An old person then becomes an asset rather than a liability! 
a 
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: The Wirness: Yes, they are often very good baby sitters, as well, Mr. 
_ MacInnis. 
i Mr. Smiru: Mr. Anderson, do you think that figure would be large enough 
_ to have any effect on the housing situation in Canada today? Do you think it 
would be a factor that would tend to open up more housing, making more housing 
available? 
The Wirness: My understanding is that the housing situation in the country 
today is affected adversely by a number of factors which tend to result in under- 
occupancy of living quarters and in certain instances that may be one of them. 


By Mr. Laing: 


@. There is one point in connection with this: I think much less emphasis 
on the group age 65 to 69 has been laid by Mr. Anderson and most of the other 
witnesses who have appeared, and it does not correspond with the questions that 
_have been asked by the committee. Mr. Anderson quoted that increasing longev- 
ity due to improved medical attention and so on has increased the working period. 
Now, we have heard a great deal from other people about the prematurely aged. 
_I wonder if Mr. Anderson would comment on that?—A. I might mention about 
the particular case of the company in which I work, that’ we have a pension 
scheme that provides for retirement in the case of men at age 65 and in the case 
of women at age 60, and in most of the recent cases that have come up for retire- 
ment, by mutual agreement these people have stayed on working. Does that 
give you an example of the type of situation that is arising, that people today are 
able to remain in active and useful employment beyond what had been recognized 
as the retirement ages. 
Q. Except that the case of the prematurely aged is a very serious one. 


) The CHatrMAn: Yes, I could say, as chairman of this committee, that I 
have received a voluminous correspondence from people in the age group 65 
to 69 who say they are unable to work and they are in a very bad position. 
| They say, that they have no means of support, that they are unable to work 
because they are prematurely aged or invalided, something should be done for 
| them. You say that in their case a few years should be spent in exploring the 
_ field, but I wonder if you would agree with me when I say that a good explora- 
tion could be made if we could reach an agreement with the provinces under 
| which we would do something, maybe a little at first, but something, practical in 
exploring the field. Let us say, as a starting point for instance, that under a 
Means test system, we would cover the case of the wives mentioned by Mr. Shaw. 
‘We could also cover the case of the widows 65 and over, the case of the spinsters, 
and the case of those who cannot work. What if we try it, now, because at some 
(time or other, in spite of Dr. Blair’s objection, the time will come where the gov- 
“ernments will have to think of invalidity pensions, so why not start with some- 
thing now? | 
Mr. Buarr: I have no objection to that. 
The Cuarrman: Mr. Anderson, would you object to doing some exploration 
‘in that way? 
Mr. Brat: I do not object to that. 
The CuamrMan: That is right. I am sorry, Dr. Blair. You said it would be 
difficult. 
Mr. Buatr: Yes. 


_ he Wiryess: Speaking in answer to that question, Mr. Chairman, as I say, 
f we move to a universal pension at age 70 there would be provincial adminis- 
/rative facilities and perhaps provincial money released to apply to this problem. 
OU are suggesting that it might be desirable for the federal government, in a 
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smaller way compared to the way it has acted on the present old age pension | 
scheme participating in such a program. ae A 
The CuairMAN: I am not mentioning the proportion. | 
The Witness: No, it might be a much lower proportion stimulating action — 
on the provincial level to deal with this problem and, I suppose, going back to — 
- my previous remarks, you might consider allowing provinces to experiment, if — 
you will, with a health test or a means test or a works test; that some of this — 
exploration of which I speak might be exploration in the actual field of paying 
pensions in that group. q 
Mr. Braz: How far would you go in the works test? What would it consist — 

of? 
By the Chairman: 


Q. Would you agree with me that some better exploration could be done — 
in the active field in doing something?—A. If the final solution is one that is _ 
not universal, I would take it for granted that the final solution would also be — 
one that would involve provincial and local administration, and granted that 
experimental work of a concrete nature should be done, I would be hesitant in ~ 
expressing an opinion about the extent to which the federal government might — 
contribute to any such program. It would seem to me that possibly if it were 
done the position might be reversed from the present one; in other words, the 
federal government might say we will provide 25 per cent of payments in this — 
form, in this area. x 

Q. So as to leave the provinces with about the same amount of expenditure — 
they are making now?—A. Yes. But more important, if there is to be a period 
of experiment where different provinces may have some latitude in determining 
whether they are going to use a means test, work test or health test approach, it 
would seem to be important from the point of view of equity between the prov- 
inces that federal funds coming into the picture should not be too great. 


Mr. Buarr: What about the work test? Could you tell us what it would 
consist of? i” 
_. The Wirness: The work test, as I understand it, taking the test that is used. 
in O.A.S8.I. in the United States is such that the individual himself really makes 
the test, that is, in other words, if he is employed he is not eligible, if he is not 
employed he is eligible. I have a grave objection to the work test being used 
in connection with the universal system. It means that the individual really 
elects as to when he is to take benefits as he does now in the United, States, and 
the effect of that if you regard your whole system as being one of the transfer 
of spending power from the working population to the non-working old age 
population is such that the workers might rather object to people electing 
themselves out of the labour force prior to the time that they were unable to work 
Mr. MacInnis: Do you think that objection would come from the labout 
orce’ 

The Wrrness: Not if the movement were insignificant. If it were substantial 
I think it might easily come. i 

Mr. Knowies: Mr. Chairman, it seems to me the one place where Mr 
Anderson has minimized the problem is in this age 65 to 69 group.,I feel, for 
example, that the cases he cited of employees in his own company who wish t 
carry on, are not as typical as the cases mentioned in the letters that the chairman 
received. I would like to look again at this division that you made, Mr. Andersor 
of people 65 to 69 into four categories. You said there is a group which is working 
plus the wives of people who are working; that there is a group in the labour 
foree who are unemployed; the third group is the voluntarily retired; and th 
fourth group, is the unemployable. I wish it were possible to have exact figures 
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as to these various groups but I suppose rough estimates are all that could be had. 
It strikes me immediately that people in the fourth group and the second 
_ group are needy and it may be that many of those who you say are voluntarily 
_ retired are on the borderline between, being in group two and in group four; 
_ that they are retired partly because they cannot get work and partly because 
_ they have just enough resources to get out and to hang on until they reach age 70, 
and then I imagine, as far as I know from my own knowledge of conditions, that 
_ there are a good many in that first group of people who are working who are 
doing so only because it is not possible for them to retire; there is no provision 
for them if they do. As you are aware, it has become a fairly well established 
principle to retire people at age 65. You referred to the practice in your own 
company, but we see that is being done by the Canadian Pacific Railway. I 
think it is also recognized by the Canadian National Railways and I know it 

is a practice in most government departments. I agree with you that with 
Tespect to age 70 the need for universal benefit is much more obvious, and 

while I agree that that is socially desirable, Mr. Chairman, I think in view of 
_ the large number of people affected in this particular age group, 65 to 69, that 

we have got to do more than just explore this thing, we have got to make some 
_ recommendations. 


The CuarrMan: I was not expressing an opinion, Mr. Knowles, I was only 
asking a question in the light of the facts that I outlined. 


oS 


| Mr. Know es: Well, the opinion inferred in your question is one with which 
I agree, whether you do or not. In that connection I think it was logical that 
the dominion government in the proposals made to the provinces in 1945, 
advocated universal pension at age 70, coupled with the right at the same time 
_ to a pension for this group age 65 to 69 on a means test basis, the cost to be 
_ split fifty fifty as between the dominion and the provinces. If we can’t get 
| something better than that—I say that is the most practical proposal that has 
‘been put forward yet, but we need to reconsider that proposal, to make it 
| something worthwhile and increase the amount. After all, the $30 figure suggested 
_ at that time would have to be a higher figure. The point that I want to make 
at this time is that I felt there was logic in the position taken by the dominion 
government in 1945, that along with the removal of the means test from those 70 
and over something had to be done for those between 65 and 69. 


I hy Mr. FLEMING: Is that a question, Mr. Chairman? 

_ The Cuarrman: It sounded like a statement to me. 

Mr. Knowtes: It is not out of order. 

The Cuarrman: Are you asking the witness to comment on that? 


Mr. Know es: Yes, Mr. Chairman, I would like to have his comment on the 
| Comments I made with regard to the people in these four categories. 


Mr. FLeminG: Your comment is on the wrong speech. 


be The Witness: I think Mr. Knowles’ statement is an excellent indication of 
the difficulty of finding a satisfactory solution to that particular problem. I agree 
with him that there are people still working between the ages of 65 and 69 who are 
only working really under duress, because they have no other option and perhaps 
are past the point where it is desirable from the point of view of their health 
that they should be working. I agree that there are people voluntarily idle who 
are on a pretty bare level of living. I still come back to my original point that 
/as far as I can see the fractions of the population between 65 and 69 that needs 
looking after is a small fraction, of the order of one-quarter of that whole age 
‘stoup, or it might possibly be as much as one-third, and a solution that is 
atisfactory is difficult to find. I worry, myself, about the long term suitability 
of the means test solution. We have come to the conclusion that the means test 
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solution is not a good one above age 70, and the argument against the means test — 
with respect to the over age 70 group would be equally applicable to a solution — 
for the group between the ages of 65 and 69. 
Mr. KNow tes: The needs test might be better. . 
The Witness: On the other hand, the needs test, as you have discovered, is — 
an entirely different type of solution from the means test, and I think you have 
also discovered that it is one that is subject to a substantial degree of control by 
the administering agency; that is, it cannot be made anything like as uniform on 
a national basis as the means test solution; and, accordingly, I would think that 
it would not be desirable to have the matter handled under the needs test 
solution alone. } | . 
The CHAIRMAN: That would involve giving money to the provinces who could ~ 
use it either with a means test or a health test method, as they chose. . . 
Mr. Know es: It would not be a political move on the part of the federal — 
government. 


By Mr. Fleming: us 
Q. There is a question I would like to ask respecting the universal flat rate — 
pension. First of all, on the subject of universality, it is clear, from the state- — 
ments made both in the House and in the committee, that the payment of benefits — 
on a universal scale would mean that people with substantial income would — 
receive this universal pension? At the same time we have had it pointed out to- 
us here in the committee that the income tax could be made to take care of a © 
situation of that kind; but it seems to me that if you adopt that type of scheme — 
you are going to have problems in administration. Would you care to comment — 
on that, Mr. Anderson?—A. I do not think it is an important factor at all, 
Mr. Fleming; and, obviously, in the case of people of ample means it would be | 
possible by one method or another in connection with the income tax to effect 
full recovery in the same way that people with ample means make full recovery 
in respect of family allowance payments. I must observe though that I think the | 
number of people from whom full recovery can be expected through tax modifica- 
tion would be very low; because, as I mentioned earlier, a great many of the 
people in that part of the old age group with ample means derive their spending 
power not from income but through the process of spending prior savings, from 
funds in the form of annuities or by other methods of liquidating savings. No 
modification of the income tax would affect recovery in cases where there is no 
significant income. However, you will recall that I mentioned that if the 
financing system was of such a character that it would be related to spending — 
it would have the effect of getting substantial recoveries from people in old age 
with ample means. a 
Q. On the question in regard to the first rate, in reply to Mr. Laing you 
indicated that there was a lot of room for variation in the amounts, or that there 
was a need for adjustments from time to time. We discussed that topic yes 
terday with Mr. Holmes, who laid down the principle in relation to insuring at 
the beginning of the importance of knowing what the amount was going to be, 
and that any variations or reductions in amount of payments would have a 
significant effect on the end result, particularly when you are trying to keep it 
on an even keel—A. Well, Mr. Chairman, my feeling is that legislation of this 
kind should not specify that there will be later revisions. In connection with the 
income tax you will find that there are reviews, that there are changes made 
from year to year, particularly with regard to exemptions as applied to the lower 
income groups, where the type of approach is very similar to the type of approach 
to universal old age benefit; but you do not write into the income tax statute é 
clause to the effect that if the cost of living goes up or the average income goes up 
then accordingly exemptions from income tax will be changed. 7 
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- -Q. The brief which was presented yesterday on behalf of the insurance 

‘Officers association did specifically indicate the view that it should be reviewed | 
every five years—A. Yes, but the brief did not indicate that there should be 
_ provision for review written into the statute. Possibly the Welfare Council brief 
so indicated. | ; 


By Hon. Mr. Fogo: 


. Q. I just wanted to refer for a moment to this age 65 to 69 group and 
_ to observe that when you stated the practice in your own company I was wonder- 
ing if you were not familiar with the actual retirement practice under pension 
_ schemes in private companies in Canada. Are you familiar with the statistics 
_ of the eligibility for benefit, the pension age, as it applies under the United 
_ States insurance scheme or under the British scheme?—A. As far as the private 
__ schemes are concerned, Senator Fogo, the statistics are very meagre, as I think 
_ all of you realize. The impression that I have is that on this continent in the 
¥ course of the war and because of employment pressures a number of business 
_ firms relaxed their retirement ages and kept people on after the age limits. 
_ Il also have the impression that both the employer and the employee found that 
this was satisfactory. The employees preferred remaining in employment and 
_ the employers in many instances found it was valuable: to have these people. 
In connection with national schemes my recollection is that in the evidence 
_ presented to you in respect of O.A.S.I. it was indicated that there were roughly — 
oa million people beyond age 65 who were eligible for benefits but who were not 
Teceiving benefit because they were still im the labour force. I think that — 
_ compared, if my recollection is correct, with slightly less than 2 million, I think 
it was 1,900,000 who were on benefit ; so that means with respect to the whole 
_ potential benefit group that a very considerable number are still remaining in 
_ employment and not taking benefits. I think that is a fairly significant situation 
in the United States. 
__Q. My impression would be that there are about 50 per cent of the people 
_ In the United Kingdom who are eligible to retire at 65 years of age but who delay 
_ their retirement until age 67 or 68 because they prefer to go on working —A. I 
| Must confess that I have not examined the recent statisties in relation to the 
| United Kingdom. 
le The CHAIRMAN: Shall we go on to finance now? | 
’ Mr. Suaw: I have a question I would like to ask, if I may, Mr. Chairman. 


By Mr. Shaw: 


| Q. Assuming, Mr. Anderson, a universal pension scheme that would have 
a basic pension slightly below the subsistence level, would you agree that the 
| provinces should be permitted a free hand to make whatever supplement they 
desired without that having any effect upon this basic amount?—A. A number 
of people on universal pensions may already have pensions say from their 
mployment, surely you would not deny to them the right to get a supplementary 
pension from the province. 
| Q. I am not saying I would, in fact I would not; but this is between the 
two governments dealing with the particular problem. I think the provinces 
should be given a free hand in what they do.—A. Well, that has been the pattern 
| recently in connection with the present system. 
| The Cuairman: If we do not say anything about it, they will surely be 
| permitted to do anything they want to do 
( nc Mr. Suaw: I agree. And I was just asking the witness if he agreed. 
The Cuarrman: If he agrees that if we pay universal pensions at the age 


Of 70, the provinces could make any additional payments they want to make? 
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Mr. SHaw: That is the situation now. 
Mr. Smiru: May we talk about financing now, Mr. Chairman? 
The Cuairman: Yes. But Mr. Brown has the floor, I think. 


By Mr. Brown: k 

Q. You stated with respect to the form of financing that we should explore — 

a tax upon spending, an idea such as a sales tax; and in your opinion we should 
exclude food produced in Canada and exclude a tax upon refits. Do you not 
think that that would weigh very heavily upon families with small children — 
and upon the working classes probably in large centres? Would you care to 
comment on that thought?—A. I did’ mention— | . 
Q. I am thinking of clothing and things of that nature—aA. I did mention — 

the point that the sales tax should probably exclude those two broad groups, — 
food produced in Canada and rents. And I mentioned that there were reasons f 
other than the one you are bringing up now for excluding them. In the case — 
of food produced in Canada there is the reason that you could not reach self- — 
produced and consumed food. That applies to a very significant part of the | 
population. And in the case of rents you could not reach the corresponding — 
group of home owners. And in addition, I presume that municipalities woul z 
argue that the field of taxing real estate was already pretty well preempted — 
by them. y 
Q. My own opinion, which I think is borne out by the studies we have — 
made, is that in the case of the lower income group and the large family group — 
while you may have a fairly large family income, the income for the individual — 
in that family is pretty low because there are many children. I am thinking | 
let us say, of a working man and his wife with four children under ten years — 
of age—A. Making how much? Let us say, $2,500? = 
Q. That is pretty fair in some communities; probably it would not be in — 

my community—A. Let us make it $2,400 for arithmetical purposes. He has — 
himself, his wife, and four children. ) s 
Q. Let us say $2,000—A. Well, $2,000, then. The spending power per 
individual in the family is only slightly over $300. Shall we ignore for the 
moment that it is augmented by family allowances, because they would not 
affect it too significantly, although in that case they might raise the family 
spending power to about $2,300. iv 
Q. Yes—A. The spending power, however, would still be less than $400 — 

per individual and that compares with the figure which I cited as the average 
spending—of slightly over $800 per capita, that is the Canadian average ol — 
$68 per month. Now it is my impression, which I think is borne out by the 
studies which have been made, that in the case of families of that character — 
the proportion of the spending power used to pay for food and shelter is 
much higher than it is in the case of families which are more favourably 
situated; and accordingly the impact of a tax on personal spending would be 
relatively less on that family than it would be in the case of a family of 
similar size but with a higher income. a 
I agree with the point that it is difficult to justify charging any significant 

tax on families of that kind; but I do not agree with the point that it a 
improper to exempt them completely from contribution to a system which, im 
the long run, will be of relatively substantial benefit to them. A universal 
pension system is of greater relative value to that family than to a family 
in the higher income group. = 
Q. You agree with me that a tax on spending would have a greater effect on 

a large family than it would on a small one-—A. No. I put it the other way | 
‘round. I said it would have less effect on families where the spending powél 
per person within the family was low, and would have less effect proportionately 
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if one family has, let us say, $400 per. person to spend, while another has $800 ~ 
_ per person to spend. The spending tax will be more than twice as great in the 
ease of the second family, 

Q. I think the answer is obvious: that with the same sized income the 
large family with the young children is going to pay more than a family with 
no children—aA. No, it is the other way around: a similar family with no 
children would bear a heavier tax. 

Q. I am talking about the tax on clothing and things of that nature—A. A 
similar family with no children, where the spending power is, let us say, $1,200 
for the man and $1,200 for his wife, will bear a much larger tax because a con- 
siderably smaller part of their income will be spent for food and shelter. 

Q. Most of the food is produced in Canada and it will not be taxed?— 
A. That is right. 


By the Chairman: 
Q. On what level is your spending tax? Is it something like the federal 
_ sales tax, or is it a retail tax?—A. You mean at what level is it levied? 
Q. Yes. You did not mention that—A. The question of determining the 
_ level at which to levy a tax of that kind I would say, to a large extent, is one 
of administrative feasibility. | 
Q. I agree. 


Mr. Brown: What do you mean by that? 


By Mr. Knowles: 


Q. You mean it to be levied upon articles, not upon a person’s income?— 
A. That is right. 


By the Chairman: 
| | Q. Would it be an increase in our present federal sales tax, or would it be 
a& retail sales tax?—A. I think that is a question of administrative feasibility. 


Mr. Brown: Assuming that it is, you say we should have a sales tax of 
| 12 per cent? 


By the Chairman: 


Q. I would like to have an answer. I think it is a very important point.— 
_A. As I understand it the present sales tax is levied at the manufacturer’s level. 

Q. Yes.—A. You ask if I visualize a tax at that level, or a retail sales tax? 

Q. Yes—A. My answer is that it is a question of administrative feasibility, 
and that the most efficient way of collecting the tax is the one which most 
properly should be used. 


—> += 


By Mr. Brown: 


Q. What was that answer again, please?—A. The most efficient way of 
| Collecting a tax of that kind is the one that ought to be used. If it is more 
efficient to do it at the manufacturer’s level, then probably that is where it should 
| be done. But at the same time I agree that a similar tax at the retail level would 
_ bring home to various families throughout the country the impact of this pro- 
gram to a much greater extent than would the present sales tax levied at the 
_ Manufacturer’s level. 


- By the Chairman: 
Q. Would it be fair to enter a tax field which has already been entered by 
the provinces and by the municipalities, I mean the retail sales tax? There is 
45 per cent retail sales tax in Montreal, of which 2 per cent is provincial, 2 per 
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cent is municipal, and 1 per cent school board. How can we get into that fclat” 
That is quite a problem. Mr. Brown has the floor and I am sorry if I interrupted . 
him, a 
By Mr. Brown: | 4 
Q. You stated that you thought the present sales tax, as I understood you, — 
could be raised to about 12 per cent, and that it would cover family allowances 
and old age pensions. I take it your idea would be to raise the sales taxes at 
the manufacturer’s level to about 12 per cent roughly?—A. In speaking in that | 
way, I had in mind that a levy of that order would produce the approximate — 
additional amount of money that would be required in respect to an expanded — 
1 rogram. 
ak ne expansion of the present sales tax method?—A. I qualified my 
remarks by calling it a tax upon personal spending. In other words, it ought — 
to be regarded as a tax on spending apart from food and shelter. The question — 
of how it is levied and how it is collected, it seems to me, is one of administrative _ 
feasibility. . , q 
Q. Let us assume that this 12 per cent tax 1s levied at the manufacturer’s 
level, but not upon food produced in Canada and not upon rents. It would 
therefore apply at the manufacturer’s level on such things as shoes?—A. Yes. 
Q. Stockings?—A. Yes. ’ 
Q. Clothing?—A. I understand that it does today. 
The CuHarrMANn: Yes, it does; the 8 per cent tax does. 


By Mr. Brown: 


Q. It does today, and you would increase it from the present 8 per cent to 
about 12 per cent?—A. Yes. 
Q. You say that would not have an effect on the— 


The CuairMAN: Cost of living? 


By Mr. Brown: 


Q. On the cost of living of a family, such as the one we used as an illustra- 
tion with an income of $2,000, and with four children under ten years of age — 
A. I said it would not have as great an effect on that family’s cost of living as 
upon a corresponding family with no children but with the same income. | 

By Mr. MacInnis: 4 

Q. Would there not be a tendency to lower the standard of living of those 
who have not a sufficiently high standard of living now?—A. I would suppose 
that a direct contribution would do that too. i 


The CuarrMAN: Unless you have some exemption level, of course. 


By Mr. Brown: , q 


Q. I have one more question to ask. In your form of financing you said 
that you believed it should be through a special account, and should be on @ 
pay-as-you-go basis with no large fund built up; and that during bad time 
there should be deficit financing. , The reports of proceedings of this committer 
are going out all over the country from one coast to the other and they will b 
read, I hope, by a great many people, many of whom are not too sure, includin 
your speaker, as to what you mean by “deficit financing”, except that you issue 
bonds or go into debt—A. I am glad you brought that point up because whe 
I spoke of a deficit in the account, I did not by any means envisage defic 
financing by the government. I meant that in good times, ear-marked revenue 
or contributory taxes, if you want to use that term—should approximately ‘pe 
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_ for the benefits. In bad times revenue might fall short and accordingly, to keep 
% the account in balance, there would have to be, during bad times, contributions 
from the general revenue. . 


Q. In other words, supplementary payments such as they have in Australia? . 
_ —A. In New Zealand. 


By the Chairman: 


Q. In Australia too—A. Australia is in the other position. They have 
more than sufficient ear-marked revenue to pay for the benefits. 


By Mr. Brown: : 


Q. You believe that there should be some sort of reserves?—A. No. This is 
not a question of reserves. I am suggesting a method of financing where the 
income and out-go of the account would be approximately in balance in good 
times. 


@. And then in a period of depression such as from 1930 to 1935 or so— 
that covers a multitude of sins. 


Mr. Know zs: “Sins” is right! 


By Mr. Brown: 


Q. You say this: that the government should make contributions to the 
__ benefits paid over this period of years; in other words, we would have to increase 
_ our taxes, we have got to increase our income. There is no question about that. 
—A. During those years, as soon as the revenue began to fall short of the 
benefits, there would have to be contributions made from the consolidated 
revenue fund. 

Q. But any large contribution out of the consolidated revenue fund would 
Mean an increase in taxation. Is that not correct? How are we going to get it 
otherwise?—A. That comes back to the question of over-all government 
financing. 

4 Q. All right. Suppose this fund falls short in a depression year by, let us 
say, $300 million?—A. Well, I think that might be a little extreme. 

Q. Say $200 million, I will bargain for $200 million? 


The CHarrMAN: That is the cost of the whole scheme. 


a By Mr. Brown: 


_ - Q. —if a Tory government was in power.—A. You would have no revenue 
at all if it fell that far short. 
Q. You would have no depression though if the Liberals were in power? 


Mr. Know es: Well you are the one that has been asking about this. 


} By Mr. Brown: 


_ Q. I am interested. What would you do in the absurd illustration of 
facing a $200 million deficit?—A. Take $100 million? 
| Q. All right—A: You would have a benefit rate of $300 million and, in good 
times you have got $300 million coming in. You have got a $200 million revenue 
in bad times and therefore you have $100 million to be met from consolidated 
revenue account. | 

| Q. Yes.?—A. As I understand it, the consolidated revenue account normally 
gets its money from general taxation. 
| Q. Right—A. And on occasion it gets its money through government 
borrowing. 

—62856—4 
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Q. Yes?—A. The question of where it is going to get this sa none 
could then be answered on the sources of income in consolidated revenue 
account. 

Q. It has got to be obtained from consolided revenue and consolidated 
revenue is obtained from taxing the people or borrowing. 

Mr. Suaw: Which is deferred taxation. 


By Mr. Brown: 


Q. No matter how you cut it it is all taxation?—A. Correct. 

Q. Therefore you would have to get by increased taxation, is that not — 
correct ?—A. Correct. 

Q. Then, or in a subsequent year?—A. Presumably through senenal Vaxee 
of other types. 

Mr. Know.ss: Having set aside a fund would not obviate the aimee of 
that? 

The Wirnsss: If the specific revenue that was allocated to a fund accouma 
was sufficient on the average in both good and bad times to cover the benefits, | 
then you would have a situation of a little bit different type. That is what 
is termed cyclical funding. In good times you have revenue above the benefits, © 
which would build up a fund, and presumably that would be sufficient to look. 
after the deficits in bad times. 

In my opinion it is not too desirable to have a specific financing system 
that operates in that way. I mention that because whenever a fund of that 
kind indicates a substantial surplus, as it might during a period of good on 
there is then a fairly high degree of public misunderstanding. 


Mr. Brown: That is you mean people look enviously at the big fund 
and say “Why can’t we get some benefit out of it?” 

The Wirness: Yes. I might express the views of one of my colleagues 
who is one of the most prominent actuarial authorities on social security in 
the world today. He says that no government program operates satisfactorily 
unless it operates at a deficit. 


Mr. Smrru: I understood Mr. Anderson to say that sales tax as we know 
it is similar to a tax on income. I wonder if I misunderstood? 


The Witness: Some of my economist friends tell me that our present sales 
tax, having regard to the group of goods on which it falls—and which does not 
include all goods—and having regard to the fact that it does not fall on savings, 
has about the same impact on different families in the community as a straight 
percentage tax—or personal incomes. 


Mr. Fiemine: A straight percentage tax on all income? a 


The Wirness: Yes. My understanding is that present 8 per cent sale 
tax has about the same impact on various families throughout the community 
. a tax of about 34 per cent on the total income of each of these families would 

ave. ty 

Mr. SmirH: Therefore your preference for money being raised by meani 
of the present income tax is because it is therefore putting tax on all income 
and, therefore, those in the very lowest brackets would also feel the impac 


of that income tax and they would know that they were paying for theit 
| security. z . 


\ - 


By the Chairman: at d 

Q. Would you agree to a combination of direct taxation and spending ta: 
—A. You are suggesting that some of the revenue might be raised aoe a 
on spending and some of it by direct contributions based on income Withee 


: Seg y 
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Q. With exemption levels?—A. — certain exemption levels which would 
not apply across the board. 

Q. Yes?—A. Unless you designed the tax on spending in a very special 
manner, [ am afraid the effect of that combination, while it might be a relief 
to certain of the very low income families because of the exemption, would 
result in a pretty awkward and substantial impact on the broad range of middle 
income families. : 

Q. The example that I gave would cost about $300 million. Suppose we 
took $100 million out of general revenue and that we obtained another $100 million 
by an increase of 2 per cent in the sales tax, and that we obtained another 
$100 million by a social. security tax levied on all people on the whole of their 
income over a certain level?—A. I mentioned earlier that I think a financing 
system should be universal, simple, equitable, and practical. 

Q. That is what I am trying to get at—A. I would wonder if the suggestion 
you make would qualify on all of those four scores. 


By Mr. Knowles: | 
Q. Now that you have mentioned those four points again may I ask if 
you did not say, when you referred to it having to be equitable, that you included 
_ the principle of having people pay according to their ability to pay. I thought 
you did say that was what you meant by the use of word “equitable” ?—A. Yes, 
Mr. Knowles. 
| Q. I will put this in the form of a statement, if the chairman does not. 
_ mind, and then I will ask a question at the end. It seems to me that your tax 
- on spending which is another name for a sales tax, violates that principle of 
taxing people according to their ability to pay in that it is impossible to 
graduate it. Take Mr. Brown’s family of four children— | 
Mr. Brown: I have only one child. 


| 
By Mr. Knowles: 
. Q. Take the family you were citing. That family pays that tax—the 
, spending or sales tax—at the same percentage rate as the wealthy person 
_ who buys the same shoes and clothing. Now, to me, that is a feature which 
| seems unfair, despite your contention that if you exempt certain things the 
_ impact comes out about the same?—A. Mr. Knowles. I suppose you and I 
_ would agree that ability to pay certainly means that a person with more money 
_ can pay more than a person with less money; but, as we proceed with the 
| details, I might arrive at a somewhat different definition of ability to pay? In 
_ other words, I might arrive at a definition where ability to pay was approximately 
_ proportionate to income, but your definition might result in a method 
graduated according to income. 
Q. That is right—A. It does seem to me that the ability to spend is a 
very good indication of ability to pay. 
) Q. What about savings? Does it seem fair that some people who have 
| extra wealth should be relieved of paying on that wealth because they can put 
it aside in savings?—A. Remember, Mr. Knowles, we are not considering a 
general taxation problem, where revenues are being raised for general purposes 
of the country, and where it might perhaps be argued that people in the higher 
income groups get more proportionate benefit from the things that the nation 
| does with those taxes. Here, we are dealing with a system where, in the long 
_ Tun, people in the lower income groups will never pay as much as they receive. 
Q. May I remind you that earlier today you said that in your view tax 
methods should parallel one another?—A. Quite. 
Q. Rather than correct one another?—A. Quite. 
Q. And I subscribe to the theory you have just now cast out, namely that 
old age security is one of the social responsibilities of the community as a 
62856—44 
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whole, and it should be on the same level as defence, for instance.—A. May I 
answer the question this way? We all agreed that in the area of old age pensions 
‘we should probably move from our present welfare approach into what might 
be regarded as a fiscal approach. My own opinion is that in the field of personal 
taxation where we have a highly graduated personal income tax, we are using 
a welfare approach to taxation. It may be negative in the sense that income 
tax exemption does not give anything to anyone; it just does not take taxes 
from them. In the long run as we move towards a better fiscal organism I think 
we should get ‘away from the welfare approach that we now take on income 
taxes. If you read some of the latter pages of my paper you will see some of 
the suggestions that tend to get away from that idea, and which move toward 
universal allowances to all people, and, at the same time, toward proportionate 
taxation rather than progressive taxation. 


By Mr. Fleming: 
Q. Are we not getting here into the question of a contributory system? 
If we expect to eliminate the means test on a flat pension I take it you are still, 
in your thinking, trying to preserve as much of the contributory aspect as _ 
possible without setting up an actual insurance scheme?—A. I think all people 


should contribute something. | 
Q. And, as far as possible, be conscious of the contribution?—A. I would 


put that in second place. I think it is more important that all people should : 
contribute than that they should be conscious of contributing. y 
Mr. Suaw: Mr. Chairman, our time is up, but I was simply going to say— 
The CuatmrMan: Are you asking a question? i 
Mr. SHaw: I just wish to make a statement. 
Mr. Brown: I move that we adjourn. 


Mr. Suaw: I have no objection to asking a question, but have we received 
a ruling as to these statements and questions and their priority? We have had 
statements all through our deliberations. 


Mr. Knowtes: Many questions are statements, and many statements are 4 
questions. ; 
Mr. MacInnis: May I draw to your attention the fact that I have been ~ 
ruled out of order on a question that was a matter of opinion, but nothing has 
been done here today about matters of opinion. a 
The question I had to ask concerns a point brought up by Mr. Smith and — 
that is taxation on low income people so that they should feel the impact of the — 
tax. Do you think that low income people can stand the impact of taxation — 
and also the impact of low incomes? : 
And, if you do not want to answer that, then: is it not an old economic 
axiom that you cannot tax low income? Low income people cannot pay taxa-— 
tions? That is the way I read the classic economists, anyway. 


The Witness: Going back to Mr. Knowles’ question, I do not subscribe to— 
the view that, because the impact of taxation may be heavy on low income — 
groups, the answer is to relieve those groups of taxation. I think the answer 
lies in another direction. In other words, the problem of the low income groups y 
is not one that can be solved by relieving them of taxation. You would agree 
with we would you not? 


Mr. Knowtes: Hear, hear. 
Mr. MacInnis: The incomes would have to be redistributed at the source. 
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Mr. Laine: Did our 3 per cent B.C. sales tax diminish spending? 


Mr. MacInnis: It diminished the spending for some people; they only had 
97 cents—they did not have a dollar. 


Mr. Suaw: I was going to say, that in view of the lateness of the hour and, 
while I think Mr. Anderson has presented his case for the sales tax method of 
financing with skill and obvious sincerity, I see in it implications that make me 
shudder—that is in lieu of a great many questions, and in view of the lateness 
of the hour. 


The Wirness: In theory I favour the approach of contributions based on 
income but my feeling, as I consider and study it, is that at the present stage 
there are defects in an income tax approach which tend to make it impracticable. 


The CuairMan: Well, gentlemen, Mr. Anderson brought with him two 
tables on annuities. The first one is from the insurance companies, and of 
course, the rates that are mentioned are for annuities that imply certain benefits. 


The Wirness: No, there are no death benefits provided for in any of these 


_ Yates; they are pure annuity rates. 


The CuairMan: And the second table is the population table rates. I 


_ understand that they are based on the 1931 census. 


The Witness: Those were done on Grant’s table B from the 1931 census. 


Unfortunately, we did not have available any later monetary tables based upon 


the population, and I would warn you that on present population mortality the 


rates would be higher. 


Mr. AsHBougNne: Do they show males and females? 
The Cuarrman: Yes, separately for every age. 
The Witness: And they also show retirement at ages 65 and 70, at $40. 


The Cuairman: I suggest that this be printed as an appendix to today’s 
proceedings. 


Agreed. (See appendix A) 
Another document is a copy of the press release containing the reeommen- 


_ dations of the United States Senate Committee on bill ER. 6000. I would sug- 


gest that this be also printed as an appendix to today’s proceedings. (See 
appendix B) 
And here is a memorandum which was sent to Dr. Davidson by Mr. 


| Mansur of the Central Mortgage and Housing Corporation on the possible uses 


of National Housing Act facilities in connection with housing for aged persons. 
(see Appendix C). 
I am sorry it is so late because on this question of housing I understand Mr. 


| Anderson has done work here in Ottawa and we would have liked to discuss the 
} possibilities of applying the Housing Act for the aged. 


The Wirness: I had the privilege of working here some years ago, as you 
know, Mr. Chairman. 

The Cuarrman: Mr. Anderson, all the members of the committee will join 
with me most sincerely in thanking you for the information you have given to 
us. It certainly is going to be very useful. Again may I say that we are 
especially grateful for the trouble you have gone to in coming: here on such 
short notice. 


The Witness: Mr. Chairman, I in turn would like to thank you and the 


| committee members for this opportunity of appearing before you. I hope I have 
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APPENDIX “A” 


INSURANCE COMPANY EXAMPLE PREMIUM RATES 
Annual Premium for Annuity of $40 Monthly 


Age at At Age 70 At Age 70 At Age 65 At Age 65 

Purchase Male Female Male Female 
20 oe Bee ee ee $ 28.10 $ 38.80 $ 47.30 $ 60.90 
Db raida. iets oo ar aia Gulia e myetiwn de a tute x 42.80 58.50 73.40 93.70 
Ua Bibra eietelyic ls tha aw Mie se ees 70.00 94.40 125.00 157.40 


WONG I Wala alee chenege oped nts: ahd ay st > en 132.00 173.00 257.00 317.00 


Mortality—Standard Annuity 1937 Table. 
Interest—2? per cent. 

Loading—5 per cent of Gross Premium. 
Death heacntc as one at any time. 


POPULATION TABLE PREMIUM RATES 
Annual Premium (payable monthly) for Annuity of $40 Monthly 


Age at At Age 70 At Age 70 At Age 65 At Age 65 


Purchase Male Female Male Female 
SU Dae Wa Aid CEOS Nae Tae a eat $ 20.80 $ 23.60 $ Oleou $ 41.00 
SUSE le ere PEIN Sat MEL ta Pore aa nue 32.40 36.80 59.60 65.40 
CUR yn vtec COMO eee eet eee 54.30 61.40 103.50 113.40 

BSS Os cork ere ene Fa DU anne ene) eels 104.10 116.50 217.00 235.40 


Mortality—Grant’s 1931 Canadian Census Table B. 
Interest—3 per cent. . 

ao ete, an 

Death Benefits—None at any time. 


APPENDIX “B” 


RECOMMENDATIONS OF US. SENATE COMMITTEE 
; ON FINANCE RE H.R. 6000 


SENATE FINANCE COMMITTEE 


May 2, 1950 


: Senator George, Chairman of the Senate Finance Committee which has been 
considering the House passed Social Security Revision Bill, H.R. 6000, announced 
today that the Committee has reached agreement on provisions to liberalize 
benefits and to finance the cost of the Old-Age and Survivors Insurance system. 
2y Previously, Senator George had announced that the Committee had reached 
agreement on coverage provisions so as to include such major groups as non-farm 
self-employed other than certain professional workers, regularly employed domes- 
tic workers, certain employees of non-profit organizations, and on an elective 
basis, employees of state and local governments who are not under a retirement 
system... The Committee action would extend coverage on a compulsory basis to 
about 7 million persons not now covered by the Old-Age and Survivors Insurance 
_ system, and voluntary coverage would be available to about 14 million State and 
and local government employees who are not under a retirement system. 


’ 
“a” 
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The major policy decisions on benefits and financing agreed upon by the 
Committee are as follows: sy) 


I. Benefit Amounts 


A. Current Beneficiaries 

About 2-9 million persons currently receiving Old-Age and Survivors Insur- 
ance benefits would have their monthly benefits increased on the average by about 
90 per cent. Increases would range from about 60 per cent for highest benefit 
groups to over 100 per cent for low benefit groups. The average primary benefit 
of approximately $26 per month for a retired insured worker at present would 
be increased to about $49. 7 


-~ n * 5 an 
oe a 


Present Primary New Primary 
Insurance Benefit Insurance Amount 

$10 $20 

15 SL 

20 36 

25 48 

30 56 

35 62 . 

40 68 

45 72 


(Under the House approved bill, benefits for existing beneficiaries would have 
been increased by only 70 per cent as compared with the 90 per cent under the 
Committee’s action). 


B. Future Beneficiaries 


An alternative formula is provided for persons retiring in the future which 
would be applicable to those who have at least six quarters of coverage after | 
1950. The resulting benefits would be approximately double the average benefits 
payable under existing law provisions. see . 


1. The Committee’s formula is 50 per cent of the first $100 of average 
monthly wage, plus 15 per cent of the next $150 (based on the maximum wage — 
and tax base of $3,000 per year). For example, for an average monthly wage — 
of $200, the primary benefit would be $65 (50 per cent of the first $100 of average 
wage, plus 15 per cent of the next $100 of average wage, or $50 plus $15.) 

The House approved bill would provide 50 per cent of the first $100 of the 
average monthly wage plus 10 per cent of the next $200, plus a 4 per cent increase 
for each year coverage. The amount of benefits would be reduced, however, 
for those not constantly in covered employment because of the so-called continua- 
tion factor in the House-approved bill. Under the Committee’s action individual 
benefit amounts payable in the next decade on the whole would be 110 per cent 
higher than under existing law, whereas the House-approved bill would result in 
benefits about 100 per cent higher. As to total benefit disbursements under the — 
system, the Committee’s action would result in total payments of about $2 billion 
in the first year of operation as against $14 billion under the House-approved bill 
(and $607 million in 1948-49), 


2. The minimum primary benefit under existing law of $10 per month 


would be increased to $25, as under the House-approved bill, except that for 


those with very low wages (averaging under $34 per month) the minimum 
would be $20, ? 


_ 8. As under the House-approved bill, the maximum family benefit under 
existing law of $85 per month would be increased to $150, but not more than 
80% of the average monthly wage of the insured person, 


C. Computation of Average Wage 


The average wage of an insured worker would be computed the same ‘as 
under present law, except that if a bigger benefit would result, the individual’ 
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_ average would be computed over the period following 1950 rather than from 
1936 on. In order to have such a “new start” average wage, the individual 
_ would have to acquire six quarters of coverage after 1950. The House-approved 
_ bill would introduce a new average wage concept basing the average only on 
years of coverage, but with a continuation factor in the benefit formula to 
reduce benefits for periods of non-coverage. Under the Committee’s action by 
_ basing the average monthly wage on the elapsed period after 1936 or 1950, 
_ benefits would be reduced for the time an individual was out of covered 
employment, but in a much less drastic fashion than under the continuation 
factor in the House-approved bill. 


Il. Eligibility for Benefits 


In order to qualify for Old-Age and Survivors Insurance benefits under 
_ present law, an individual must have either (a) quarters of coverage (by the Com- 
mittee’s action, defined just as in existing law, namely calendar quarters with | 
$50 or more of wages) in one-half of the number of quarters elapsing since 
1936 and before age 65 or death, or (b) 40 quarters of coverage. Under the 
Committee’s action future eligibility requirements are greatly liberalized by 
requiring quarters of coverage for only one-half of the number of quarters 
since 1950 (with a minimum of 6 quarters of coverage required), but such 
quarters of coverage may include those earned before 1951. Accordingly, any 
person aged 62 or over on the effective date of the bill would be fully insured 
for benefits at age 65 if he had at least six quarters of coverage acquired at 
any time. Persons aged 61 would need eight quarters of coverage; those aged 
60, 10 quarters; those aged 59, 12 quarters; those aged 58, 14 quarters; etc., 
with the maximum requirement for fully insured status never exceeding the 
40-quarter provision in existing law. : 
4 Not only would this liberalization enable many persons already aged to 
_ draw retirement benefits immediately if they have coverage in the past, but 
also would enable the newly covered groups to qualify much more quickly. 
As a result, about 500,000 additional persons would be paid benefits in the 
first year of operation thus reducing the need for public assistance expenditures 
_ by the States. The House-approved bill would liberalize eligibility conditions 
_ only slightly since the only change in present law was to provide a new 
~ alternative requiring at least 20 quarters of coverage in the ten years prior 
_ to age 65. Furthermore, that bill would make it more difficult to obtain a 
quarter of coverage since the present requirement of $50 for a quarter of 
_ coverage is raised to $100. 


= IIT. Benefit Category 
The Committee concurred in provisions of the House-approved bill with 
the following exceptions: 


A. Dependents of Women Workers 

: Under the Committee’s action, benefits are payable on a more liberal basis 
_ in respect to deaths of insured married women and also in respect to dependent 
_ husbands of deceased or retired women workers. Thus, if a woman is currently 
insured at the time of her death (has 6 quarters of coverage out of the 13-quarter 
_ period ending with the quarter of death) her children will be eligible for monthly 
- survivor benefits even though the father of the children is present in the 
- household. Under existing law and the House-approved bill such children 
_ would be ineligible for benefits. 


; B. Wives of Retired Workers 

% Under the Committee’s action these benefits would be payable only as in 
- existing law where the wife must be age 65, whereas in addition under the 
_ House-approved bill wives under 65 could draw benefits in the relatively few 
cases in which they had children in their care. 
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C. Dependent Parents | Reve 

The benefit amount is retained at 50 per cent of the primary benefit as in 
present law rather than being increased to 75 per cent as in the House-approved _ 
bill. 

D. Lump-Sum Death Payments 

The provision of present law is retained so that the payment is made only 
when no survivor is immediately eligible for monthly benefits. Under the House- 
approved bill the payment would be made at the death of every insured worker. 


E. Permanent and Total Disability Insurance i 
Under the Committee’s action no benefits would be provided for this category _ 
just as in existing law, whereas under the House-approved bill such benefits — 
would ibe provided. , 
IV. Limitation on Earnings of Beneficiaries : ; 


The Committee concurred in provisions of H. R. 6000 so that the amount 
the beneficiary may earn in covered employment without loss of benefits would — 
be increased from $14.99 to $50 per month. After age 75 benefits are payable 
regardless of amount of earning from employment. 


V. Veterans | 
The Committee concurred in provisions of H. R. 6000 granting es | 


War II veterans wage credits under the Old-Age and Survivors Insurance pro- 
gram of $160 per month for the time spent in military or naval service between 
September 16, 1950 and July 24, 1947 except that under the Committee’s action 
such wage credits would not be provided if the period of service in the armed 
forces is credited for civil service, military, railroad or any other Federal — 
retirement system. Further, the Committee’s action differs from the House- _ 
approved bill in that the additional cost of the benefits arising from these wage _ 
credits would be borne by the trust fund rather than from the general treasury. 


VI. Financing of Old-Age and Survivors Insurance y 
A. Taxable Wage Base | 
The total annual earnings on which benefits would be computed and con- — 


tributions paid is retained at the present $3,000 in contrast with the increase q 
to $3,600 under the House-approved bill. } 


B. Contribution Schedule 


Under the Committee’s action employers and employees ,will continue to — 
share equally with the rate on each being as follows: | 


Calendar Years Rate 
BODO ODS JL astra Buse auc Wy Ar huate hovalr Cua ee ee ee 13 
TOGO eed a, ioe Mian ieee be a0 eh ear a a 
NOS tees tie koi s ere lan een wise, het ot MR 24% 
EUOD MID Fates Mist leita filets cima,’ ean % 
LOM raNG ARbOT s iv 5 5 gittarce sab his hecliel Pee 34% 


The self-employed who are covered would pay 14 times the above rates. (Under F 
the House-approved bill the same schedule would apply except that the increase 
_to 4 per cent would be effective in 1951 instead of 1956.) i 


SENATE FINANCE COMMITEE 


Social Security Press Release No. 3 
May 5, 1950. 


Senator George, Chairman of the Senate Finance Committee, which has 
been considering the House-approved Social Security Revision Bill, H. R. 6000, 


announced today that the Committee has reached final agreement relating to 
all provisions in the bill. 
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In addition to the agreements on coverage and benefit provisions as to 
old-age and survivors insurance, which were released previously, the following 
policy decisions have been made: ; 


> 
4 
‘@ 
7 
: 
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: 


; | OLD-AGE AND SURVIVORS INSURANCE 
I. Coverage 


A. Agricultural Workers—Committee agreed to cover border-line agricul- 
tural labor as in the House-approved bill except as to services in 
connection with the operation or maintenance of ditches, canals, res- 
ervolrs, or waterways not owned or operated for profit, used exclusively 
for supplying water for farming purposes. In addition, Committee 
covered regularly employed agricultural workers on farms (defined as 
employed by a single employer for at least sixty days in a calendar 
quarter period with cash wages of at least $50 for services in the | 
quarter), including “share-croppers” as employees. This provision like 
4 all other coverage provisions would be effective January 1, 1951. 


B. Employees of Non-Profit Organizations—Committee reconsidered its 
previous action whereby all employees of religious denominations and 
organizations owned and controlled by a religious denomination would 

. be excluded on a mandatory basis. Under the Committee’s final action 
t these employees would continue to be excluded but the religious 
denomination would be afforded an opportunity to obtain coverage 
for its employees on a voluntary basis if it is so desired. Ministers and 
members of religious orders would continue to be excluded on a man- 
datory basis. Other non-profit employment would be covered on a 
h compulsory basis both as to employers and employees. Under the 


s House-approved bill all non-profit employment would be covered 
a on a compulsory basis as to employees but on a voluntary basis as to 
bf employers (if the employer would not pay the tax, the employees would 
Ry receive only half wage credits). 


C. Federal Civilian Employees Not Under an Existing Retirement System 
—Committee concurred in provisions of House-approved bill except that 
(a)certain policy-making Committee members (who would generally 
be employed for only short periods) would be excluded and (b) about 
100,000 employees serving under temporary appointment pending final 

sf determination of eligibility for permanent or indefinite appointment 

would be covered. 

4 D. Definition of Employee—Committee agreed to designate agent-drivers 

; as employees (in addition to its previous action of so designating full- 

time life insurance salesmen, but otherwise retaining existing law). 


T 7 


% II. Benefit Provisions 


A. Effective Date—Committee agreed that changes in benefit provisions 
should be effective for the second month following the month of 
a enactment. 


wa 
~*~. 


PUBLIC ASSISTANCE 


& The Committee’s action on the old-age and survivors insurance provisions 
of the House-approved bill will result in reducing the need for public assistance 
& expenditures. The “new start” in eligibility requirements for old-age and 
ks survivors insurance will provide benefits to an additional 500,000 aged individuals 


vr 
- 


ar 


in 1951. These individuals would be ineligible for benefits under the House- 
‘approved bill requirements. Moreover, all old-age and survivors insurance 


beneficiaries will be eligible for substantially higher benefits than under existing 
" 
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law, so that the need for supplementary public assistance payments will be © 
decreased in all States. The Committee is of the opinion that the cost to the 
Federal Government for public assistance—now running at $1-1 billion a year— — 
should not be increased further by modifying the existing matching formulas and — 
establishing a new State-Federal program as would be provided by the House- 
approved bill. . x | 

Accordingly, the Committee has not concurred in the provisions of the © 
House bill which would: | 


1. increase the Federal share of public assistance expenditures by providing © 
a higher percentage of Federal funds under formulas weighted in favour 
of those States making low assistance payments and by including the 
caretaker in aid to dependent children families as a recipient for Federal 
matching purposes, and 

2. establish a program for aid to the permanently and totally disabled, — 
and . ; 

3. extend the State-Federal public assistance programs to Puerto Rico — 
and the Virgin Islands. - | 


The other major decisions of the Committee relating to public assistance are — 
as follows: 


I. Old-Age Assistance 


State supplementary old-age assistance payments would be shared in © 
by the Federal government only on a 50-50 basis in those cases when a 
retired worker becomes a primary old-age and survivors insurance beneficiary — 
after the effective date of the bill. Thus, the maximum Federal share in 
these cases would be $25. Under existing law the Federal Government — 
provides three-fourths of the first $20 and one-half of the balance of an — 
assistance payment within $50 maximums or $30 if State provides $20 in all 
instances. _ 


II. Aid to Dependent Children 


In order to assist the States to improve this program the maximum — 
payments in which the Federal government would share are increased from — 
$27 to $30 per month for the first child and from $18 to $20 for each | 
additional child in a family. Thus the maximum Federal funds are 4 
increased from $16.50 to $18 for the first child and from $12 to $13 for — 
each additional child. 


III. Ard to the Blind 


Beginning July 1951 all States administering Federally approved aid 
to the blind programs would be required to disregard earned income, up to — 
$50 per month, of claimants of aid to the blind in determining eligibility — 
for and the amount of aid. Prior to July 1951 the exemption of earnings is” 
discretionary with each State. Thus the State legislatures will be afforded — 
an opportunity to make any necessary changes in their aid to the blind laws 
to conform to the new Federal requirement. 

Under the House-approved bill the exemption of earnings for and to- 
the blind claimants was not mandatory on the States. ae 


IV. Direct Payment for Medical Care a 


__ Phe Committee concurred in the provisions of the House-approved 
bill under which States would be authorized to make direct payments to 
doctors or others furnishing medical care, except to add technical amend-. 
ments, to make it clear that the States would be authorized to make direct 


payments to anyone providing recipients with remedial care as authorized — 
under State laws. vo 
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7 ; Under existing law the Federal government does not participate in 
; the cost of medical care for recipients unless payments for such care is 
| made directly to recipients. 


V. Medical Institutions 


The Committee concurred in the provisions of the House-approved 

4 bill under which the Federal government would share in the costs incurred 
by the States in furnishing assistance to the needy aged and blind recipients 
in public medical institutions. Existing law limits Federal participation 
to recipients residing in private institutions. 


SERVICE PROGRAMS FOR CHILDREN 


The House-approved, bill would increase Federal grants to States for child 
_ welfare services in rural areas or other areas of special need from $34 million 
per year to $7 million. The House-approved bill would not alter the Federal 
_ grants for the other two service programs provided for in Title V of the. Social 
Security Act, ic. Maternal and Child Health, and Crippled Children Services. 


; I. Child Welfare Services 


¢ To assist the States to strengthen and improve the Federal-State cooperative 
programs for services to neglected children and children in danger of becoming 
delinquent, the Committee agreed to increase the authorization for child welfare 
services from the $7 million per year authorized in the House-approved bill 
to $12 million. 


‘ Il. Maternal and Child Health Services 


alt ee 


| 


t To assist the States to extend and improve their programs to promote 
better health for mothers and children, the Committee agreed to increase the 
authorization for Federal grants from the $11 million per year in existing law 
to $20 million. 


a8 
U1. Services for Crippled Children 


“* 


i? To assist the States to reduce the number of crippled children now awaiting 
medical, surgical, or other necessary service, the Committee agreed to increase 
the authorization for Federal grants from the $74 million per year in existing 


law to $15 million. . 
5 
ua’ 


_ COSTS OF CHANGES IN PUBLIC ASSISTANCE AND SERVICE 
a PROGRAMS TO CHILDREN 


§ It is estimated that under the House-approved bill the additional cost to 
the Federal government for public assistance and child welfare service would 
be $275 million annually. Under the Committee’s action this additional cost 
would be reduced to $45 million of which $25 million would be for the service 
programs for children and practically all of the balance for assistance payments 
to dependent children. 
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APPENDIX ‘“C” 


POSSIBLE USES OF NATIONAL HOUSING ACT FACILITIES 
IN CONNECTION WITH | 
HOUSING FOR AGED PERSONS 


This memorandum is written in an attempt to answer the question “How — 
may existing provisions of The National Housing Act, 1944, as amended best — 
be implemented to provide a supply of rental housing suitable to the requirements — 
of and within the economic reach of aged persons?” It assumes that to meet — 
thé need fully there 1s required a supply of housing reserved exclusively for | 
such class of persons, designed to meet their physical needs and carrying a 
rental, either economic or subsidized, which is within their ability to pay. 

Seciton 9 of The National Housing Act has already been applied to provide 
such housing in Burlington, Ontario, and in Vancouver, British Columbia. This — 
Section permits loans by Central Mortgage and Housing Corporation to limited { 
dividend companies; i.e., those willing to limit the return on their investment — 
to 5% or less, in amounts up to 90% of the lending value of the housing project. — 
Interest on such loans is at 3% per annum and repayment may be made, — 
depending on the type of construction, over a period as long as fifty years. Under — 
this Section housing so produced may be designated for lease to specific classes — 
and could be reserved for aged persons, with or without income limitation. | 

Such a limited dividend corporation, which would be incorporated under 
the applicable Provincial Companies Act, might be composed of public spirited — 
citizens or representatives of one or more service clubs or charitable institutions. 4 
A good example of the efficacy of this Section has been provided by the Burlington — 
Housing Corporation, a limited dividend company formed to provide housing — 
accommodation for old age pensioners, widows receiving Mothers’ Allowances . 
and veterans with a partial pension. The details of this project are summarized, _ 
in the pamphlet L/D7 attached. Except to the extent that such limited dividend — | 
corporation has assets which will permit an annual loss, direct rental subsidy — 
is not obtainable to projects constructed under this Section. | 

Low rental housing projects could be built under the provisions of Section 35, 
provided an agreement to that effect is reached between the Provincial and | 
Federal governments. The capital cost of such a project must be shared 25% | 
by the Provincial government and 75% by the Federal government. Rental on 
such projects may be either economic or sub-economic assisted by a Rent. 
Reduction Fund in the form of a loss on the project. Such a loss would also be : 
shared by the two governments in the same ratio. British Columbia, Ontario, 
Quebec, New Brunswick and Newfoundland have al] passed legislation permitting 
their governments to enter into such agreements. se 

To ‘be most effective in aiding aged people, lessees in a project. constructed - 
under this Section would have to be restricted to such class. The National 
Housing Act itself does not apply any restriction on the classes or groups of 
people for whom rental housing may be constructed. We have no knowledge 
at the present time as to whether the Federal government would be prepared 
to participate with a Province in housing projects where the tenants are 
restricted within such a special group. In this respect, it may be noteworthy 
that in his statement to the House of Commons on September 21 last the 
Honourable R. H. Winters suggested that the government would in an appropriate 
instance ibe prepared to proceed with projects carrying a veterans’ preference 
Likewise we have no knowledge whether any of the Provincial governments 
would consider the construction of rental housing projects which were restricted 
exclusively to aged persons , oe: 
ae 
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Both The National Housing Act and the respective Provincial statutes 
complementing it have, however, opened the possibility for consideration of this 
question by Provincial and Federal governments. I{ rental projects carrying 
such restrictions are acceptable, they could under the existing legislation be 
subsidized to any extent necessary to ‘bring them within rental levels compatible 


_ with the income of old age pensioners. 


L/D7 


Published by 
CENTRAL MORTGAGE AND HOUSING CORPORATION 


With building costs at a high level, most Canadian municipalities are finding | 
it increasingly difficult to meet demands for rental accommodation by families 
in the lower income groups. But the provision of low-rental housing, even in 
face of today’s high construction costs, is not impossible. This fact has been 
well demonstrated in the town of Burlington, Ontario, where L/D 7, Canada’s 
first apartment project to be constructed under the limited-dividend section of 
the National Housing Act, is ready for occupancy. 

Known as the Brant Court Apartments, the three-storey brick building was 
constructed exclusively as low-rental accommodation for Old Age Pensioners, 
widows receiving a Mothers’ Allowance and veterans with a partial pension. 
The building comprises six four-room units and two three-room suites which are 
to be rented for $21 and $16 per month respectively. 

Of modern design and built almost entirely ‘of masonry, the apartment 
building is situated on Burlington’s main thoroughfare in a rapidly expanding 
section of the town. Two large apartments and one of the small units are 
located on each of the second and third floors while, in the basement, a compact, 
up-to-date furnace room replaces the three-room apartment. 

Appropriate only to those sections of the country where winters are not too 
severe, the Brant Court Apartments are of hollow-wall consruction—four inches 


of brick, a two-inch air space and eight inches of cinder block plastered on the 


a) 


+ ‘ 


4 


interior. Reinforced concrete floors are finished in mastic tile of a different 
colour for each room. 


The apartments are hot water heated and are arranged to assure a maximum 
amount of privacy. Each is equipped with all modern facilities to achieve living 
comfort. Ample storage space has been provided in both the three and four- 
room apartments, which differ only in one respect. In the smaller units, the — 
living room and bedroom have been combined into a single large room. Bath- 


rooms are completely finished in tile and have built-in bathtubs. 


The kitchen arrangement leaves nothing to be desired. Each has been 
generously provided with cupboards and working space and refrigerators have 


been installed. Laundry is done in the kitchen where dual-purpose sinks are 
- divided into two sections to serve for both laundry and regular kitchen work. 


Completion of the Brant Court Apartments is the realization of a combined 
effort of Burlington’s town council, public-spirited citizens and welfare organi- 


zations to build a low-rental project to help relieve the need for such accommo- 


: dation in the municipality. 


4 obtain financial assistance under section 9 of the National Housing Act to 
F 


The Burlington Housing Corporation was incorporated in April, 1946, to 


construct the proposed apartments. 


---'This section of the Act provides for loans to limited-dividend companies 


undertaking the construction of low-rental projects in areas where such 
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accommodation is required. Such loans may be for 90 per cent of the lending 
value of the projects with an interest rate of 3 per cent. Dividends of the _ 
company owning the property are limited to 5 per cent of its investment. | 

When plans of the new building were completed and an option taken on a 
good location for the apartments, negotiations were opened with Central 
Mortgage and Housing Corporation to complete the necessary financial 
arrangements. 

Total cost of the structure was estimated at $32,000 of which $28,800, on 
approval of the Burlington Housing Corporation’s loan application, was furnished 
by Central Mortgage and Housing Corporation. This meant that the equity 
required would amount to $3,200 which, under ordinary circumstances, would 
be repayable together with interest limited to 5 per cent per annum. 

To finance the equity in this instance, donations were received from town 
council, service clubs, the local branch of the Canadian Legion and public- 
spirited citizens. This form of assistance permitted a reduction in the rents to 
be charged because return of neither the capital sum of the equity nor interest 
thereon is contemplated. ae 

Besides financing a substantial proportion of the equity required, Burlington 
town council has also assisted the Burlington Housing Corporation to keep rents 
at the lowest possible figure by fixing the municipal taxes on the project at $100 — 
annually. If normal taxes were levied on the apartment’s assessed value, rentals 
would be greater than their present low level. 

In view of the town council’s assistance, the Burlington Housing Corporation ‘a 
will turn the project. over to the municipality, free of encumbrances, when the — 
NHA mortgage has been repaid. : 

Directors of the Corporation, which include representatives of town council, 
service clubs and Mr. Hughes Cleaver, M.P. for Halton and sponsor of the — 
project, give their services without fee or remuneration. 

Plans are already under discussion for the construction of two more buildings 
similar to the Brant Court Apartments. 

“With these additional apartments”, states Mr. Cleaver, “suitable accom- 
modation could be provided for all Burlington’s Old Age Pensioners, widows 
receiving a Mothers’ Allowance and veterans with a partial pension”. | 

“Any little town could do what Burlington has done to overeome its need 
for low-rental housing’, according to Mr. Hughes Cleaver, M.P. for Halton. 
Mr. Cleaver formulated Burlington’s plan to build the Brant Court Apartments. 

The Burlington Housing Corporation was formed in April, 1946, to finance © 
the project under the provisions of Section 9 of the National Housing Act. Town 
council and each of the organizations which assisted financially in constructing © 
the new apartments appointed their representatives to serve as directors of the — 
Corporation. . 

The present directors, all of whom are serving without remuneration, are: 
Mayor E. R. Leather and Councillor W. H. Armstrong, representing the town _ 
council; G. R. Harris and Frank Milne of the Lions Club; C. E. Gates, a member 
of the Burlington Branch of the Canadian Legion, and Mr. Cleaver. i 

Construction of the building by sub-contract was started in the summer of 
1946, but, owing to shortages of both labour and materials, the building was not — 
completed until December, 1947. Realizing the importance of such a project to- | 
the community, several of the contractors quoted non-profit prices for their par- — 
ticular jobs. | | 

Mr. Cleaver believes that suites in the Brant Court Apartments could be — 
reduced to $5 a month when the National Housing Act loan has been paid, | 
providing that the building is tax free. y 
ie x aoe at the ay Court Apartments will be carried out by one of 
$10 re ibe es ei residing in the building, who will in return, receive a 

t monthly rent instead of payment. : 
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- MINUTES OF PROCEEDINGS 


“TUESDAY, ek 23, 1950. | f nee 


hi The nent Cunamihes of the Senate and House of Commons on Old hee Ss f ot 
- Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Lesage, eR Re 


M. P., Joint Chairmen, were Rien: Mr. Lesage presided. cote oe 
: Others present: Wey oe 5 
The Senate: Honourable Senators Burke, Fallis, Farquhar, Ferland, ey 
Horner, Hurtubise. | eae gi 


* The House of Commons: Messrs. Ashbourne, Benidickson, Blair, ri bs SHE 


Brooks, Brown (Essex West), Corry, Cote (Verdun-La Salle), Courtemanche, ee : 
me + Croll, Ferrie, Fleming, Knowles, Laing, Pinard, Shaw, Smith (Queens-Shel! ba 
Bs; burne), Welbourn. : an Ne 
 Inattendance: Mr. J. A. Marion, President, The Catholic Union of Fanon " Pir: 
B(L’Union Catholique des Cultivateurs) ; Dr. G. F. Davidson, Deputy Minister of _ ara 
Welfare and Mr. J. W. Willard, Director of Research, Department of National i a 
Health and Welfare. ta 
at. The Chairman introduced Mr. Marion in French. Mr. Marion then pre- ee 


sented a brief on behalf of his Association which brief was taken as read and 
“5 uppears in this day’s Minutes of Evidence. _ 4 by aaa 


es a _ Examination of Mr. Marion followed. Se On. 


In the course of proceedings Dr. Davidson also answered questions. EG tails eh 
a BRUNE > 
At 5.45 p.m. witness retired and the committee adj ourned until Wednesday, ah 
OM ay 24, at 4.00 p.m. | : om % 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


1 House or COMMONS, 
Turspay, May 23, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 4 pm. Hon. Senator J. H. King and Mr. 
_ J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


Le PRESIDENT: Messieurs, nous avons comme témoin cet aprés-midi 
_ M. J. A. Marion, le président général de l'Union catholique des cultivateurs. 
4 _ Monsieur Marion, vous pouvez étre assuré que les membres du Comité - 
se Joignent 4 moi pour vous remercier sincérement du travail que vous vous 
étes imposé en vue de préparer un mémoire pour le bénéfice des membres du 
Comité et du fait que vous avez bien voulu consentir 4 venir, cet aprés-midi, 
_ traiter des pensions de vieillesse et de plus pour répondre aux questions que 
les membres du Comité voudront sans doute vous poser. II] n’y a pas de 
_doute que votre expérience et que vos connaissances seront trés utiles aux 
membres du Comité dans |’étude qu’ils ont A faire et principalement dans la 
tache difficile de préparer un rapport. 

(See Appendix for English translation) 


_ 


Mr. Marion, I understand that you wish to make a short statement before 
the members of the committee are called upon to ask you questions. 


X 


Mr. J. -A. Marion, General President, The Catholic Union of Farmers, 
called: 


Le temoin: Monsieur le président, je désire vous remercier des bonnes 
paroles que vous avez eues 4 mon endroit et vous assurer ensuite que c’est 
un plaisir et un honneur pour nous de pouvoir dire {quelques mots, ici, au 
sujet d’un probleme qui devient de plus en plus intéressant pour toute la 
population et auquel nous avons accordé une certaine considération, surtout 
depuis les deux ou trois derniéres années. 

(See Appendix for English translation) 


DLA GP ORL POT Ee A Te 
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EDA 


¥ gales: 


Mr. Chairman, in case a few members of the committee would understand 
my poor English better than they do my poor French, may I be permitted 
to switch over, if I may call it that, from French to English? 


The CHarrman: Yes, Mr. Marion. 


The Wirness: It is indeed an honour and a pleasure to be called upon to 
come before you to testify and to submit this short brief. I may say at the very 
_ beginning that our consideration was first and foremost for the group that I 
_ TYepresent here today, namely, the farmers of the province of Quebec, and, I 
_ believe, all of eastern Canada, because we live under somewhat the same con- 
_ ditions. This brief is really sketchy; it is as short as it could possibly be 
made, but if the members of your committee, Mr. Chairman, wish me to do 
, I will endeavour to answer the questions that may be put to me to the 
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best of my ability. It might be thought that myself and those who are playing es 
a leading role in our Quebec farmers group belong to a past era, to an age 
that has gone by. In the years gone by it used to be that in our youth we were - 
concerned with doing for ourselves what we thought was best for our old age, but — 
that does not seem to be the case any longer. May I at the outset, Mr. Chairman, | 
make this statement, and it may throw some kind of a sidelight on some of — 
the answers that I may give to questions put here today. During the last 
ten years we have endeavoured to the best of our ability to get the best 
prices we could for products the farmers produce, but at the same time we ’ 
certainly spent much time and much money trying to tell our farmers what — 
they should do with the money they received, with the result that we today — 
have a little over $200 million,—as a matter of fact $225 million—in what we 
call our Caisses Populaires, or as they are called, credit unions, and most of that 
money is rural money. In doing this we thought we were creating some kind 
of an old age security. 

Mr. Larne: Mr. Chairman, would the witness repeat the figure? 


The Wirness: $225 million. It may vary between $220 million and $225, — 
but 1t 1s well over the $200 million mark.. 
Mr. Crotu: Mr. Chairman, would you tell the witness that is just about the — 
money we need right now; we are short that exact amount right now and we are 
very glad to see him? ) 4 
The Wirness: I must say in answering the suggestion made that we do hold _ 
over $40 million worth of federal government bonds. We thought we were creating | 
some kind of social security in doing that work, and I think we would feel un- 
happy if people are led to believe that they can expect the government to supply — 
them with whatever they may require as they get older, and quit the habit of — 
trying to provide for themselves. a 
That is the background of my feeling. Now, Mr. Chairman, the best I can 
do I think is to place myself in the hands of the committee and answer any ques- — 
tions that may be suggested by the short brief that is before you. ei 
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L°UNION CATHOLIQUE DES CULTIVATEURS 
(Catholic Union of Farmers) 


We have learned with pleasure of the decision of the Canadian Government to 
have a Committee composed of members of both Houses of Parliament study 
_ present federal and provincial legislation with regard to Old Age Security. We 

are aware of the great advantages of the present legislation for our indigent old 
people. We believe however that it is possible to amend the pension plan in — 
certain ways which might contribute to improved conditions of economic security 
for our old people. We are therefore asking permission to thank the Government 
for the attention which it gives to the situation of old people and to express to 
the members of the Committee our appreciation for the permission which has 
been granted to us to bring forward our opinions on this subject. De 

The Catholic Union of Farmers of the Province of Quebec is the professional 
association of French-speaking farmers of ‘that province. In that capacity, it 
believes that it is expressing the average opinion of the agricultural rural popula-— 
tion of Quebec. oa 

Our members have given this problem of old age pensions constant attention. 
Their requests and suggestions are numerous. However, many of them deal with 
the administration of the pension plan and we do not consider that we should 
discuss here that part of the application of the security program which comes 
under provincial control. The present outline will be restricted to a few basic 


| 
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x principles which are, or may eventually be, sanctioned by legislation of this 


Parliament after joint study, if our understanding is correct, with the provincial 
authorities. | 


q THe Miuimum Acre 

. The present Act provides for people aged 70 and over who, for one reason or 
another, have been unable to ensure for themselves an old age free from material 
worries. On this point we believe that the age limit is too high and that it should 
__ be lowered to 65. The following are the reasons which in our opinion justify this 
_ change: 

4 (a) Many persons over 65 but under 70 years of age find it impossible to 
gq obtain sufficient income to lead a decent existence. Either because 
4 physical weariness is already felt or because they find it harder to get 
7 employment these persons become dependent upon their children or 
3 other persons who do not always have, far from it, the financial re-_ 
4 sources which would permit them to accept cheerfully the responsibility 
4 of giving room and board to one more person. Accordingly such old 
; workers must live two, three or five years in dire hardship before having 
: a little comfort. 


By 


(6) That which is true of the industrial worker is true also of the farmer. 
In an earlier day the conditions of agricultural work and the general 
situation of rural economy would permit a farmer to exercise his pro- 
fession to a fairly advanced age. Today, more intensive farming 
methods, a greater mechanization and different conditions of living 
bring weariness to man sooner and it is not seldom that a man of 65 
feels the need to cease the operation of his farm. If he has one or two 
sons to establish, if he does not find a buyer for his farm, or if the sale 
of his undertaking brings insufficient capital, he stands near indigence 
and yet he will have wait a few years before receiving his pension. 


dial ad 


During the last decade farm labour was far from being in abundant 
_ supply. This situation required from farm workers a physical output which 
_ was greater than would obtain normally. Many of them who have not yet 
_ reached the age of 70 are unable to pursue their tasks and must now try to 
last a few years yet before taking a necessary and well-earned rest. 

1 It appears to us that the state should take into account the change in 
_ material conditions of human living and that those who can no longer honour- 
_ ably earn their living at the age of 65 should receive help from the state. 


Variability of Pension Rates 

_ Regarding the rate of pension granted to beneficiaries we hope that the 
_ state will always make it a pgint of duty to grant a sum which has some 
_ relation to the cost of living. Until now, the amount of the pension has always 
~ been on the increase, from $240 yearly in 1927 to $480. We entirely approve 
_ the principle of setting the pension rate according to the cost of living level. 
_ And we hope that this variability will be flexible enough to prevent the pen- 
_ sioners suffering from the vagaries of dollar purchasing power. 


The Means Test 


_ We understand that the means test of the prospective pensioner is the 

_ fundamental feature of our present system of old age pensions. In practice 
_ this is equivalent to a proof of indigence and it is often considered that the 
_ pensioner’s cheque is a certificate of poverty. The members of the Committee 
_ are certainly aware of all the criticism that this provision of the Act has created. 
_ We recognize however the attempts made on a few occasions to ease the 
_ Tegulations with regard to the means test. 
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In the farming communities of Quebec, as elsewhere no doubt, there are — 
many persons who are asking for the absolute abolition of that eligibility 
requirement. It is evident that the eligibility for pension and consequently the — 
administration of the plan would thereby be simplified. But, on the other 
hand, we are wondering whether this represents the true spirit of a security 
program, and whether the extent of public resources, especially of provincial 
governments, would justify the increase in expenditure resulting from the 
payment of pensions without a means test. We regret having been unable to 
give much attention to that aspect of the problem. For the present we shall 
be content with making the following suggestion: 

We assume that the means test will remain one of the conditions of eligi- 
bility for pension. In that case we believe that we are justified in suggesting 
a broadening of the regulations in force up to the present. In connection 
with the situation of the farmer who has reached the minimum age, say 65, 
we believe that he should be conceded the right to hold personal assets to a 
value of $10,000, alone or jointly with his wife if he is married, and to withdraw 
all income therefrom without the pension rate being affected. Such a provision 
in the regulations would eliminate many procedures, complications and dis- 
appointments. The farmer would thus preserve the means to help in the 
agricultural establishment of his children even after his admission to pension 
benefits, and the state would recognize up to a certain point the reward due — 
for persevering efforts and the rough frugality of rural life. In order to receive | 
the full pension it happens often that the old farmer must sell his property too 
rapidly and in such conditions he loses part of the gain acquired by work 
and thrift, the merit of which should certainly be recognized. To be acceptable 
must a governmental old age pension scheme discourage thrift? 


Compulsory and Universal Contributory Plan 


We have very often heard the opinion that the pension should be paid — 
at whatever minimum age is set and also at a higher rate. To justify such © 
considerable public expenditure, many admit the principle of a plan which ~ 
would involve an individual, compulsory and universal contribution. Without — 
being opposed to the principle of such a system, we believe that we should — 
point out the numerous difficulties which it would create for farm workers. — 
In the case of industrial or business workers, it would be relatively easy to — 
deduct this compulsory contribution at the source of wages or salaries. The — 
situation is different for the farm worker. The difficulty in arriving at an — 
exact assessment of the net farm income, the instability of such income, the — 
complications. with regard to the verification of farmers’ returns and the 
collection of contributions, etc., would not make an easy task, far from it. — 
At any rate, a system which would involve the payment of a compulsory — 
aa euuen appears to us very hard to accept by farmers and very difficult — 

o apply. | : : 

That is why we are asking whether it would not be possible to establish — 
a system involving a minimum basic pension for all eligible applicants and — 
a voluntary pension for whoever wishes to receive a higher pension and who ~ 
does not have an income which would enable him to purchase annuities from 
private institutions. When making this suggestion we believe that the 
government should study the possibility of combining its present annuities 
system with old age pensions while trying to lower the cost of its annuities 
to place them within the reach of the great majority. And we see absolutely - 
no reason why the state should not encourage voluntary contributions by paying — 
out of its own funds part of the purchase cost of annuities so acquired by — 
citizens. The state would then effectively play its role which consists in 
aiding individual effort and, on the other hand, it would help create among the 
citizens the taste and practice of thrift, a virtue which contributes in developing — 
in the citizen a sense of individual responsibility and which always constitutes 
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an excellent token of social stability. We are of the opinion that such a plan 
would meet with the approval of all farmers who wish to obtain a pension above 


- the minimum rate or basic pension payable to all needy persons. 
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We realize fully that this suggestion will appear daring to many persons. 
It will certainly surprise those who support the idea of paying the pension 
indiscriminately to all, and those who support the view of a universal com- 
pulsory contribution. Indeed, in practice, it is doubtful that the first proposition 
could be possible of application without the other. We believe that we are 
suggesting a fair middle-of-the-way policy. We wish to avoid leading citizens 
to believe that they can always get everything from the state without ever 
paying anything to it in return. 

In short, we are suggesting the lowering of the minimum age from 70 to 65, 
the adjustment of the pension rate to meet variations in the purchasing power 
of the dollar, the broadening of the regulations governing the means test, a 
minimum pension plan accessible to all who really need it, and plan of low 
cost annuities subsidized by the federal and provincial governments. 3 

In closing, allow us to express our approval of the federal-provincial co- 
operation in the application of the Canadian old age security program. We 
believe that we are interpreting exactly the spirit of the Canadian Constitution 
and proposing a sound administration of pensions when formulating the wish 
that the provinces remain the administrators of the program, each one attempt-_ 
ing in its own jurisdiction to adapt it to the mentality and to the economic and 
social conditions of its environment. 


J. A. MARION. 


General President 
The Catholic Union of Farmers 
Montreal, May 13, 1950. 


Mr. Latina: Mr. Chairman, I would hke— 

The CHatrMAN: Could I first propose that questions be asked in general 
on the organization of the union of farmers, that is the introductory part on the 
first page of the brief, then we could divide the questioning into the following 

sections, if it is agreeable to the members. First, the minimum age—well, under 
the headings that are there now—second, variability of pension rates; third, 
the means test; fourth, compulsory and universal contributory plan. 

Now, questions are in order on the introductory part, Mr. Laing. 

Mr. Larne: I would like to have, Mr. Chairman, some idea of the number 
of farmers in the organization. I would like to know if the Catholic Union of 
Farmers enjoys any association whatsoever with the Canadian Federation of 
Agriculture and if not, is it the counterpart within Quebec of the Canadian 
Federation of Agriculture? 

The Wrrness: The actual number of members are a little over 38,000, dues- 
_ paying members. Our relationship with the Canadian Federation is that I am 
vice-president of the Canadian Federation and have been for the last eight 
years. 

The CHAIRMAN: But there is no link between the two. 

The Wrrness: We are affiliated with them and pay yearly a few thousand 
dollars into the fund of C.F.A., Canadian Federation of Agriculture, and I am 
the vice-president of the Canadian Federation. 

Mr. Brown: Could I ask a question in connection with the fund of $225 
million you have built up in the credit unions of the farmers? 

The CyarrMANn: It is not a credit union only of the farmers. 
__ Mr. Brown: Well, it is in credit unions. 


The CHAIRMAN: Yes. 
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By Mr. Brown: eT ga oe 


@. As you say, you thought 1t would be built up for an old age pension, — 
some security for your older years. Now, could you tell me how you proposed 
to pay out benefits through that, or is it just a means of saving and deriving — 
dividends—A. No, no, they are individual savings that can be used and with- — 
drawn by a member when and as he sees fit. What I mean by that is that if a _ 
man has a few thousand dollars— is 3 

€). He puts it into the credit unions——A. —of his own money he has some a 
kind of a shock absorber. ; 

Q. It is a savings program.—aA. That is what it is, a savings plan. 


By Mr. Shaw: 


€. How many farmers are there in the province of Quebec?—A.. That is a 
debatable question. Some say 150,000 but there are not more than 110,000 who 
are really farmers. : K 

Q. I was just trying to determine the relationship between your member- — 
ship and the total. dn a 


f é 


By Mr. Croll: 


Q. May I ask a question, for information? This has nothing at all to do with a 
this subject at all He said he had 38,000 dues-paying members.—A. That is 4 
right. ‘ el 
@. Have you a statute in Quebec similar to the statute in Ontario where 9 
the municipality levies for you?—A. No, sir, every man pays his own money — 
and knows he is a member. ; 
Mr. Brown: And does it on a voluntary basis? 

The Witness: Yes. 
By Mr. Brooks: | q 
Q. Mr. Marion, I would like to ask you a question—Do you think that if — 
there was a universal old age pension it would take away from these people — 
the idea that they have of thrift, and that they still would not accumulate these — 
funds which they have at the present time?—A. Are you asking me for my own ~ 
personal opinion or for that of the group? | a 
@. For your own personal opinion. My idea would be that those funds would _ 
assist. No old age pension is sufficient for the purpose for which we have it, and — 
they would be a supplement.—A. I hesitate to answer your question. But 
if I had had the feeling when I was a youngster that someone was going to pro- 
vide for me in the years to come, I would have felt a bit less inclined to do 
so myself. I may be wrong in that opinion. . a 
Q. It is a fine old fashioned idea that is held by a good many people. — 


By the Chairman: 


Q. Do you have in mind, when saying that, Mr. Marion, that you object to 
a government minimum pension?—A, No, sir, not by any means, no! The country 
has become so highly industrialized, and there are so many wage earners who are | 


not in a position, I believe, to provide for their old age, that something has to be ~ 
done undoubtedly. 


By Hon. Mrs. Fallis: fa 


Q. I would like to ask the witness, based upon that remark: do you thir a 


it 1s easier for farmers to accumulate for their old age than it is for industrial 
workers?—A. Do you want an honest answer? eee 
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nt Er Q. Yes.—A. It is no easier, but we are more used to hardships and to depriv- 
ing ourselves of things that we think might be useful, but which we go without. — 
a Q. Speaking as one farmer to another, do you not think that farmers con- 
~ centrate upon essential things, while city people tend to let their money dissipate 
into the thin air?—A. That is it! 
Mr. Brown: I think there may be quite a question there. | 
The Hon. Mrs. Fass: I have got to get in a plug for the farmers some time. 
Mr. Brown: I do not agree with it; but that is neither here nor there. 


The Cuarrman: Shall we go on with the heading “The Minimum Age’? 
- Are there any questions? | 


By Mr. Fleming: ? : 
Q. I gathered from your brief that you think that the reduction in the 
' pensionable age from 70 to 65 is a more urgent matter than complete elimination | 
of the means test?—A. That was the feeling of all the members of the union that 
I could contact. That was the first thing they mentioned, the lowering of the 
age of eligibility. . 


By Mr. Shaw: . 

) Q. Might I ask the witness if in his opinion it is more difficult for a farmer 
today to remain active in his occupation than it was in previous years, let 
- us say, after he is 65 years of age?—A. I think the answer would be yes. 

Q. Would you elaborate upon that, please?—A. It may be only due to the 
present circumstances, but the fact remains, sir, that through these last eight, 
nine, or ten years our farmers have been called upon to expand their efforts 
_ to a greater and to a higher degree than previous to the war. We worked a 
great deal harder than we ever did before. 

Q. You attribute the present state of affairs to conditions associated with 
_ the war and the absence of younger people?—A. That could be one of the 
_ reasons why this reaction exists at the present time. | 


By the Chairman: 

4 Q. Do you mean also the absence of help, and farm labour?—A. Of course, 
that contributed to it. That was one of the factors which called upon the 
_ farmers to do more work and to make a greater effort. They could not get 
any help. So the older people wore themselves out. 


By Mr. Fleming: 
| Q. That, of course, applies to a great many people, and not to the farmers 
' only. : 
J The Wrrness: Mr. Chairman, I may have been wrong, but I thought that . 
_ other groups would represent their own people. So I am mostly concerned 
_ with our group. | 


By Mr. Fleming: 
| Q. We are concerned about this matter of age for all groups, and as you 
: ‘ put it on that basis, Mr. Marion, I take it that what you are saying is intended 
to be applied to all groups in the community?—A. That is the way I feel 
Babout it, sir. 
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Q. I am particularly interested in the reference at the bottom of the page 
where the witness states that: | | | oa 
“Today, more intensive farming methods, a greater mechanization A 

and different conditions of living bring weariness to man sooner and it is _ 


not seldom that a man of 65 feels the need to cease the operation of his 
farm.” | 


Forgetting war conditions for a moment, those are fixed convictions in 
your mind, are they not?—-A. Yes, sir. 
Q. Based upon your own experience?—A. Yes. In other words, it is hard 
to teach an old dog new tricks. And with farms being mechanized the way 
they are, a lot of old people feel they cannot carry on when they come to 
work under present conditions. 
Q. You are speaking of those who are aged at the present time?—A. I am. 


©. Would you also believe that that is likely to be true, let us say, ten 
to fifteen years from now?—A. I am not as certain. 


Mr. Brooxs: When the young dogs become old dogs. 


By Mr. Shaw: f 


(). I mentioned that only because the general feeling among a great many 
people seems to be quite to the contrary, and that modern methods have made 
it easier for people to remain in that occupation longer. I have heard that 7 
opinion expressed very many times.—A. This may or may not be in order, | 
we my son makes his tractor do anything he wants it to do; but it won’t do 
it for me. 


The CHarrMAN: I believe that 3 the answer. 


By Mr. Laing: 

Q. I wonder if Mr. Marion could give us some idea of the size of the farms | 
represented by the 38,000 members? For example, could we have the average — 
acreage and the outside limits, that is, the smallest farm and the largest farm? 
I assume that most of them are mixed farms?—A. They are all, with very 
few exceptions. And the average size would be about 125 acres, I would say. — 
Q. And the outside limit would be probably from 20 to 30 acres?—A. Quite 

a few farms have 50 acres; some odd ones have two or three hundred Acres; | 
but the average would be very near to 125 acres. E 
Mr. Laine: Thank you. 


By Mr. Brooks: 


Q. What would be the average income from a 125 acre farm?—A. My © 
goodness! - 


4 
a 


Mr. Brown: Do you mean taxable income or otherwise? '™ 


The CHAIRMAN: The average income in 1947 according to the Dominion ~ 
Bureau of Statistics figures for the farmers of Quebec was around $1,400 per | 
year, income both in cash and in kind, net income. |e 


Hon. Mr. Farquuar: Is that the average for the province of Quebec? 


The CHAIRMAN: The average for the province of Quebec was $1,400 net 
come, both in cash and in kind. ae. 


Mr. SHaw: Would that 20 
the farm? a 


The Cuamrman: Yes, it does. | oe 
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Mr. Laine: Would that average take in all the farms including those which 
are not represented in this group? 

The CHAIRMAN: Yes. It includes all the Par eiee 

Mr. Ferrie: That hardly corresponds with right thinking, does it. You 
can hardly take 125 acres as an average farm when you are only producing 


about $12 an acre. 


The Witness: The type of farm in the province of Quebec is not the 
same as in Saskatchewan, and the net income in Saskatchewan was $2,300 
per year. 

Mr. Ferrie: That may be for income tax purposes. 

The CHarRMAN: Those are D.BS. figures. 

Mr. Latine: The number of residents on each farm enter into the calcula- 
tions, and it is much higher in Quebec than in the western provinces. As a 
matter of fact you have an opposite situation between western farms and 
Quebec farms considering the population sustained per farm. 


By the Chairman: 


Q. Mr. Marion, do you agree that generally speaking in Canada more 
than half of the people of 65 years of age and over are still in a position 
to work?—A. I would think so. 

Q. You would not agree to award a pension to everyone 65 years of age 


and over?—A. Not unless they asked for it. 


Q. Individually, you mean?—A. Yes. 

Mr. SHaw: The witness would not make that “test”, would he? He gave 
us the answer they would not get it unless they asked for it, and I am asking 
him if he would make that “test”. 

The Wirness: Would that imply the means test? 

Mr. SHaw: That is it. 

The Wirness: The least they could do is ask for it. 

Hon. Mrs. Fauuis: You mean to apply the means test to iy of 65? 

The Wirness: No, I have not make that statement; I did not mean to if I 
did, but I would say the least that should be required of people of 65 years and 
over would be that they ask for the pension before it could be awarded to them. 


By Mr. Brown: 

Q. Would not everyone ask for it if they knew they could have it?—A. I do 
not think they would unless there was some means of recuperating the pension 
from those who have sufficient means to live without the pension. 

Q. Would the means test apply to everybody?—A. Not precisely, that is 
not what I had in mind. I meant to say if the income tax was so arranged that 
when you applied for a pension you would be called upon to pay it back through 
income tax, people would be less likely to ask for it. 

The Cuarrman: If he had a certain amount of income, you mean? 

The Wirness: Yes. 

Mr. Larne: I think we should be fair to the witness. In his brief it is assumed 
that the means test will remain one of the conditions of eligibility for pension. 

The CuarrMan: Yes, I think the members of the committee should bear in 
mind that in the brief it is assumed the means test would be kept. 

Mr. Fiemine: The modified means test, not the present means test. 
The Wirnesss: No. 
The CHAIRMAN: It says here: 
In connection with the situation of the farmer who has reached the 
minimum age, say 65, we believe that he should be conceded the right to 
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hold personal assets to a value of $10,000, alone or jointly with his wife — 
if he is married, and to withdraw all income therefrom without the pen- 


sion rate being affected. . oY 


In other words, if he had assets of $10,000. - . a 
Mr. Brown: Assets of $10,000, and below $10,000 he would be entitled to a F 
pension. a 


By the Chairman: ie 
(). What about the income ceiling; the income ceiling now under the present 
means test is $600 for single people, and $1,080 for married people. Would you — 
increase that income ceiling?—A. I certainly would if I were to judge the case 
myself. . 
Q. To what extent would you do it?—A. Under present circumstances, with 
the dollar value being what it is, it could be doubled. a 
Q. Doubled?—A. Yes. 9 
Q. Are you not afraid, Mr. Marion, that if we doubled the income ceiling 
and put the assets ceiling at $10,000, the cost of pensions under such a scheme | 
woud be very near the cost of paying universal no means test pensions with some 
sort of mechanism for recovery through income tax?—A. That was not figured — 
out down to the last detail and the general opinion was that those who are in : 
receipt of a pension should not necessarily be beggars or suffering from actual — 
poverty. That was our feeling, and that those who receive a pension should be — 
in a position to live at least decently. "4 
Mr. Brown: Having in mind that the average income of the Quebec farmer ° 
is $1,400 a year, and having in mind too that Quebec families are rather large as 
a rule, and having in mind that he would have to have assets of $10,000 before — 
being disqualified for a pension, how many farmers would you say in the province ~ 
of Quebec are worth $10,000? 7 
The Wirness: Not as many, Mr. Chairman, as I would like. Now, might I ¥ 
explain what this is; it seems almost 'a conundrum. This idea of $10,000 was put — 
in ue because our families are large. In my case it is not a family, it is a 
tribe. ae 


\ 
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By the Chairman: 


Q. How many?—A. Well, twelve of the first growth, and twenty-one of the | 
second growth, and a lot more coming. We are just getting under way. I beg — 
your pardon, hon. members of the committee, because if I were speaking in — 
French I could testify much more easily. However, you get the idea of what — 
I mean. Now, there are families of four, five, six, seven, eight and nine boys, 4 
and when the farmer owns $10,000, and gets to the time when he will divide © 
that property amongst his children he does it in an undue hurry. He should be — 
left with the right to live with his pension for a while and still remain the boss 4g 
of the tribe, the patriarch, I guess you would call it, until such time as he can — 
distribute that money to his children. In order to get around the present. condi- 
tions of the pension plan I have known farmers to get. rid of the property which — 
they should not have got rid of and to deprive their children of benefits they | 
were really entitled to. They are really entitled to it, so if this man was 
allowed a pension, and the old gentleman came. to his pension age, then the — 
property would be distributed fairly amongst the children. That was the idea, 

 Q. I understand that it is an old custom that farms are transmitted from 
father to son.—A. They are. Under the present system if the farmer does no 
transmit his farm to his son or sons a few years before he reaches 70, he is not 
entitled to a pension, or is entitled to only a small part of it. te ae 


Mr. Ferrin: How many years? 
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The Cuatrman: Is it five years, Dr. Davidson? 
Dr. Davipson: Five years. 


‘ The CuHarrMaAn: That is regulation applying throughout Canada. You 
_ have the same thing in Saskatchewan, Mr. Ferrie. 


By Mr. Fleming: 


Q. If I understand you, you say in effect that the way the means test is 
worked out now it is having a very unfortunate social effect on the Quebec 
_ family as these people approach the age of 70?—A. This is right. 
; Q. Now, you do not advocate the complete abolition of the means test. As 
_ I understand it you are advocating relaxation of it, which would involve double 
_ the permissible income without diminution of the pension; is that correct?—A. 
_ Well, Mr. Chairman, if that can be eliminated and the money still found to pay 
} the pensioners. We would have developed that, only we did not think in our 
- wisdom when we gathered around the table that it was advisable. That is the 
reason why it has been omitted and that is the reason why it has been worded 
the way it is. 
! Q. You looked at the difficulties of the cost of reducing it and eliminating 
the means test and so on?—A. Yes. 
; Q. Now, I have asked you this question before, perhaps the chairman would 
let me ask you the whole question now, it takes in a couple of subjects. We are - 
~ concerned about three weaknesses of the present system that have been noted by 
other witnesses. First is the means test, second is the age, whether it should be 
lowered from 70 to 65, and third is the sufficiency of the amount. We have asked 
- the different witnesses, assuming that parliament can find enough money to do 


4 


‘ all these things, what should parliament start with, and what should be done 
i first, second and third. You indicated a moment ago that you favoured the 
- lowering of the age from 70 to 65, and the almost complete elimination of the 
: means test?—A. Yes. | 

Q. Would you care to comment on those particular factors and rate them in 
_ order, say which of these things you would tackle first—A. As I said before, Mr. 


c 
§ Chairman, the first consideration that was offered when we were discussing this 
: the means test. I could not see elimination of it because we did not think that 
g 
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it so it would not restrict further the purchasing power of the dollar. But condi- 
tions being what they are-in the country—they are different from what they 
are in the city—looking at it from that point of view we thought the $40, with 


statement was the lowering of the age, the second question was the improving of 
would be possibly or we might have answered differently, so we offered what we 
the corrections that have been suggested here would be a fair amount. Is that 


i thought should be a correction of the present system, always bearing’ in mind 
E 


that when it comes to the amount we thought there should be some flexibility to 
th 


an answer? 

Q. Well, yes. You proposed then to start with $40 and let that be sub- 
_ ject to adjustment as the cost of living goes up or down?—A. Yes. 

cs The CHAIRMAN: Of course, it has been adjusted already. 

% The Witness: It has been adjusted and we suggest that it remain adjustable. 
i Mr. Fremrnc: You suggest that the $40 a month should be adjusted to 
_ keep in line with the cost of living? 

& The Wrrness: Yes, if it goes down far enough. Now, Mr. Chairman, let me say 
that I am talking as a man whose income is not guaranteed, you see. I want to 
know what my own earnings are going to be before I can guarantee anyone a 
certain fixed amount of old age pension because, after all, I am paying that out 
of my income, or out of my ability to earn. Until my income is on a firm basis 
T cannot guarantee that. When my income is lower then I think the amount of 
pension should be lower also. 
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: | a 
The Cuairman: In other words, it should be based on the national income 
and the purchasing power of the dollar. ae | Le 
The Witness: Well, I cannot guarantee the payment of a salary that pi, 
would not be earning myself. : - 49 
The CuarrMAN: You mean in future years. 
The Witness: Yes, in future years. 


Mr. Ftemine: But today, Mr. Marion, with the cost of living at the highest 
point in history and taking $40 a month pension as a starting point, unless we 
have a most unusual inflation the cost of living over a period of years may drop 
somewhat. How far do you suggest the cost of living should drop before this — 
reflects in the amount of the pension? 4 

The Witness: Well, Mr. Chairman, I haven’t gone into the details to that _ ‘ 
extent, but if it drops sufficiently, then everybody will know it. I remember the 4 
conditions back in the dark years when I was selling the best butter in Canada on _ 
the Montreal market at 15 cents a pound, and if I ever had to do that again, well, — 
the Lord help me if I had to pay a pension of $40 to an old age pensioner, who — 
could be my neighbour. What I mean to say is that if there is a remarkable — 
difference in the cost of living, if it. drops very substantially, then the amount 
will have to be revised, my own condition would ‘have to be revised. That, Mr. 7 
Chairman, is the way we look at it. | | 4 


4 
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By Mr. Fleming: , 
@. Coming back to this matter of the means test, this modified form of J 
means test, Mr. Marion, you would surely agree that it should be used with — 
presumably an earned income table. At the present time the rate is $40 per — 
month pension with a ceiling of $600 on income, which means that the pensioner — 
is entitled today to earn only $120 a year; and if he is a married man then both. P 
husband and wife being on old age pension would be entitled to earn an ageregate — 
income of $1,080 a year, in other words a total of $120 which is $10 a month?— — 
Pew oats: right: a 
@. And your proposal is that this figure on the means test of $120 should | 
be raised to $240?—A. I mean it should be at least double, the allowable earn- | 
ings outside of the pension should be at least double. But I haven’t given much — 
thought to that. og 
Q. You see, Mr. Marion, that would mean leaving only $10 per month for — 
each of them, both husband and wife, only $10 a month for the two of them. We — 
have not had any suggestion that was quite as modest as that one. a 
The Cuatrman: I wonder if Mr. Marion when he said that did not mean 
double the $600 for a single person? That is what I understood, because he said | 
it In answer to one of my questions in which I mentioned $600 for a single person — 
and $1,080 for married persons. I understood you to mean Mr. Marion that. it 
should be double. . 
_ The Wirness: That is what I meant, what I actually meant, under condi-- 
tions the way they are now. I have seen cases of very real hardship. I have in- 
mind an old man who is 77 years of age; poor old fellow, he had a chance to earn 
a few dollars as a night watchman and he earned $480.00 and some-odd cents 
and now that has been taken away from him at the rate of $16.31 per month | 
and that will last up until December Ist, 1952 before he is reinstated in the full 
amount of his pension of $40; but now he only gets $28 and some odd cents per. 
month. He should have refused that work because he was getting more than 
What was allowed to him under present circumstances, and that is bad. cee 
_ The CHarrman: You are pleading now that the present means test system — 
is a deterrent to production? ie 
The Witness: It is. 
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By Mr. Fleming: 

Q. That is the point which the chairman and I wish to get clear. How 
far would you go in raising the amount of income he can earn before anything 
comes off his pension?—A. This old man should have been able to earn $600 
_ before anybody monkeyed with his pension; he should be allowed $600 aside 
from his pension. If he can still work, let him do it. 

@. You would raise the $120—A. I am not considering the $120 at all. 
I am forgetting it; that is bad stuff. 

: Q. You would raise it to $600 a year?—A. Yes. 
i Mr. SmirH: I do not think the point is quite clear yet. I wonder if the 
witness would say it all over again. My impression is that you would allow 
a single man to make $1,200, including his pension? 

| The Wirness: I am not thinking of the pension too, because that involves 
too much figuring for the size of my head. I am thinking of the money he 
should be allowed to earn without the pension being affected. I said that he 
should be allowed to earn $600 before anything happens to his pension. 
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By the Chairman: 


; Q. I will come back to the question I asked you some time ago. Let 
me tell you that such an enlargement of the means test as you propose would 
mean that the cost would almost equal the cost of pensions under a universal 
payment system without means test. Would you still say that it would not 
_be a good thing if we did away with the means test for at least part of the 
population?—A. Do I understand you to say that there would be no means 
test whatever? 

— QQ. No, I said “part of the population.” Suppose we did away with the 
“means test at seventy; do not lower the age for a moment, but suppose we 
did away with the means test at seventy. It would not cost much more to 
“make payments of $40 at 70 to everyone without a means test than it would 
cost under a system where the means test would be enlarged to the extent 
which you have indicated. Would you not think that it would be better to do 
away with the means test completely ‘to avoid a lot of difficulties, amongst 
Bech there are the administrative. difficulties?—A. Mr. Chairman, that is an 
aspect of the question that I have not turned over in my head. 

4 Q. Well, what is your view, personally?—A. Personally I would do away 
with it. | 
_ Hon. Mr. Kina: The witness is talking of age 65, perhaps? 

A By the Chairman: 

< Q. I put the question to him at age 70?—A. Without a means test, and 
‘paid to everybody? | 
~__Q. Yes?—A. Provided there was a means of recovering the pensions so 
‘paid from those who have enough personal income to live in comfort without it, 
I would say: do remove the means test. ; 

—_ Q. If in addition to what I outlined the income tax would work as kind of a 
‘recuperating system?—A. Yes, a way of getting money back from those who 
fo not need it. 

-__ Mr. Ferre: You agree that he should be able to earn $640 and that he 
‘should get the pension at age 70? : 

7 The CHatrMAN: Oh, no, Mr. Ferrie. I am sorry but the witness did not 
d ply that. I asked him a hypothetical question giving the age as 70. 


- By Mr. Pinard: 

‘< Q. Is it not a fact that lowering of the age is more important to you 
van the means test matter?—A. That is the way our people saw it, and I am 
presenting them here. 
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Q. In other words you consider that lowering the age should be the first d 
thing that we should consider here? 


By Mr. Laing: , ; 

Q. May I have a question here? I would like to know if the opinion of 
Mr. Marion and of his people, towards lowering of the age limit, has to do 
with the other thought, that generally a large proportion of the people under — 
the age groups 65 to 69 require a pension, or is it that a small group require © 
it very very much indeed? Do you think it is a small group in that area which — 
has great need?—A. I would be inclined to say that it is the second alternative — 
that brought our people to making our request. 


By the Chairman: a 

Q. The need of a small group?—A. Yes, a small group who are really in 

need. 4 

(). Would you say that the means test should be kept for people 65 to 70 : 
so that the people in need could be selected?—A. I think it would have to be kept. 

Q. It should be kept?—A. It should be kept in that age group. : 

Q. And would you advocate that the enlargement you propose would be as _ 
necessary between 65 and 69 as it would be in your mind, for the age of 70 and j 

over? ; -/ : 

Mr. Fiemine: That is the enlargement for earned income? 

The CuarrMan: And increased personal property ceilings? 

The Wrrness: I do not think the holding of personal property ceilings would — 

be as necessary in the 65 to 70 age group as it would be for those 70 and over. 


By Mr. Fleming: | i 
Q. Is the means test which you propose to maintain for those between 65. 
and 69 about the same as the present means test?—A. No, Mr. Chairman, it is 
not the same because the present means test is a certificate of poverty. When 
a man receives a cheque that certifies that he is a beggar. That is way we under- i. 
stand it. 4 
The Cuatrman: Mr. Knowles would agree with you. 4 
Mr. Knowxes: The means test is something else—a word worse than I can | 
say. ~ 
_ Hon. Mr. Horner: I know cases where pensioners have property which 1s 
quite valuable but they have no ready cash and they accept the cheques gladly, 
on the understanding that_a lien is to be placed against their property. q 
The Cuatrman: I believe that Mr. Marion would like to comment on your 
statement, Senator Horner? = 
The Wrrness: If I understand the senator’s question rightly it was that 
there should be a lien against the property. * 
Hon. Mr. Horner: In some cases? 


The Wrirness: Our people are strictly opposed to that. There should not be 
any lien, particularly between the ages of 65 and 70. It is a difficult situation 
because those who are in bad need generally do not have property or any produc- 
tive property and they are in real need. Those are the ones our people are 
thinking of. In some cases they may have $10,000 farms which are giving no 
Tevenue or practically none. In that case we think the individual should be 
allowed to own the property, but no lien should be put against it for the pension 


that the receives. Otherwise you are taking back with one hand what you give 
with the other. ae 


— 
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By the Chairman: 

Q. If instead of putting a ceiling of $10,000, we would say that any property 
used as 'a home would be exempt, would that cover the objections you have in 
mind, at least to a certain extent?—A. It would, Mr. Chairman, at least to a 
certain extent, but it would not cover the case, the whole case. In many instances 
you have farmers who have 150 acres of land and they would have to get rid 
of that land some way in order to qualify as pensioners. 

Q. But when you talked about a lien, did you have in mind the possible 
recovery by the pension authority, or have you been thinking only of a lien that 
would be put against the property so that it could not be sold without the con- 
sent of the pension authorities?—A. No, what we were thinking of, Mr. Chairman, 
in that instance was conditions as they exist today. 

Q. Recovery?—A. Recovery. 

@. Conditions under which recovery can be made——A. When the pensioner 
dies who has a home there in the village right next to me thateis worth $1,000. 
maybe, or a few dollars more, on which there is a lien, when he dies I repeat, 
his children will not have anything from him with that because he has eaten it 
up with his pension. s 

Hon. Mrs. Fauuis: Is the question of a lien not a matter of provincial rather 
than federal jurisdiction? 

The CuHarrMAn: Yes, Senator Fallis, some provinces make recoveries, some 
others do not. 

Mr. Know tes: Is it not the other way round, they all make recoveries but 
they do not all put liens on properties? 

The CHarrMAn: Mr. Knowles is right, they all make recoveries but they do 
not all put liens on. / 

Mr. Buarr: Ontario does not register a lien. 

Hon. Mr. Hurrusise: How can they make their recoveries if they do not 

register a lien? 
The CuarrMan: We will call on Dr. Davidson to clarify this. What is the 
situation, in a few words, in the various provinces of Canada, say Ontario and 
Quebec for instance, in connection with liens and recoveries? Would you 
refresh us on that, please, Dr. Davidson? 

Dr. Davipson: Mr. Chairman, the position is that the laws of five provinces 
call for them to place liens against the estate of the pensioner. 

The CHarrMAN: That includes Quebec? 

Dr. Davipson: That includes Quebec and Ontario. Ontario within the past 
week has announced they are going to discontinue placing liens against the 
estates of pensioners. 

What is the other question? 

The CuHatrMAN: About recovery, the difference in practices between the 
various provinces on the question of recovery. 


Dr. Davipson: The situation is that in the province of Ontario, they take 
full advantage of the federal law and the federal concessions in respect to not 


‘ collecting from estates of less than $2,000 in value, as I recall it. Quebec is one 
of the provinces which does not take the full advantage of that exemption and 


reserves the right to recover from an estate even if it is less than $2,000. 
Mr. Know es: But these provinces that do not place liens do make some 


recoveries, for example, above the $2,000 figure? 


Dr. Davipson: All provinces make some recoveries with the exception of 


_ New Brunswick which in a certain number of years in the past made no 
recoveries. 
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Mr. Laina: Mr. Chairman, may I ask a question? | 

Hon. Mr. Farqunar: How can they make a recovery without a lien? 

Mr. Larva: All through their brief there 1s a continuous reference to the 
opinion that whatever amendments are made you want the responsibility to be 
a general responsibility between the federal government and the provincial 
governments. s 

The Wirness: Mr. Chairman, that point was discussed at length and we 
came to the conclusion that the party that is closest to the people should have 
some say in the way it is administered, to be consistent with ourselves. We ask 
our provincial governments to leave much responsibility to the municipalities 
and to the school boards; it is the same principle that we follow here: we ask 
the same thing of the federal government, in order to be consistent with 
ourselves. 


By thé Chairman: 
Q. But if a universal pension was put into effect under the same system as 
family allowances, for instance, that would not involve much administration. 
Ngee you gave your answer, didn’t you have in mind a means test system?— 
. Yes. 
Q. Under the means test system, the administration is to. be with the 
provinces?—A. Yes. . 
The CHatRMAN: Senator Farquhar, I think you had a question to ask. 
Fion. Mr. Farquuar: Yes, Dr. Davidson just answered it for me privately. 
Mr. Know es: I think it might be interesting to have it on the record. 


Dr. Davipson: I was just saying to Senator Farquhar that the difference 
between recovery from estates when you have a lien and when you have not a 
lien is this: if you have not a lien against the estate when the pensioner dies 
an executor takes over and the provincial pension authority files a claim against 
the estate that is in the hands of the executor to dispose of, and that is a | 
preferred claim of the crown against the estate; it takes priority over nearly all 
other claims. The only difference between the situation where a lien is filed and 
a lien is not filed is really in terms of what happens during the lifetime of the 
pensioner rather than what happens at his death. If you are in a province | 
where a lien is filed then a pensioner who has a property cannot dispose of that 
property without the knowledge and consent of the pension authority because — 
the lien is registered against the property and anybody wanting to buy that 
property will, in searching the titles, find that it is not free of encumbrances. If. 
the same situation arises in the provinces where no lien is filed then the pen- 
sioner can dispose of his property at will and, if he wishes, spend the proceeds — 
of that property during his lifetime, and in that way eliminate the estate from — 
which the pension authority might otherwise recover its monies. But the ~ 
difference is essentially in the terms of what can be done during the pensioners’ | 
lifetime rather than what happens in terms of recovery from the estate at the 
time of death. 7 


Hon, Mr. Kine (Joint Chairman): That is where the legal control comes in. , 
sen CHairMAN: Are there any other questions you wish Mr. Marion to — 
answer { j 
m Mr. Laine: There are two systems involved here, Mr. Chairman. There is 
€ suggestion on page 3, second paragraph, that in addition to the present old | 
age pension there should be some provision for a plan which would involve, as it 
says, an individual compulsory and universal] contribution. “h 


The CuHamrMAn: They are against that. 
Mr. Laine: Pardon me? 
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The Cuarrman: They are against it, they are for a voluntary contributory 


» . system: 


* 
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On this question of compulsory contributory system, Mr. Marion, I under- 
stand you are against a universal compulsory contributory system which would 
relate the benefits to the contributions. . 
| _ The Wirnsss: I think, Mr. Chairman, I get your question. It is more or 
less explained in the first paragraph. It would be next to impossible to assess 
and collect a set amount. It would have to be done in some way that I have not 
heard of, or thought of, up to the present time. 


By Mr. Ferrie: 
Q. You do not think you would be satisfied with a production tax?—A. I do 
not quite get the gist of the idea. A production tax? 

- Q. A production tax on all that the farmer produces. Would they be willing 
- to pay a tax like that for this old age security scheme?—A. Mr. Chairman, the. 
difficulty in putting into operation a production tax levy, is that so many of 
our smaller farmers produce so little of so many things that there is nothing to 
levy against. It is all mixed farming, a few cows, a few sheep, a few hens, and 
a few of everything and not much of anything. 

Q. But when these are sold they would take a certain percentage of that 
money that he got for his produce. It would be similar to the system under 
the Prairie Farm Assistance Act, a system that levies on the people in the three 
western provinces. When they get their cheque for their produce there is a deduc- 
tion made under the P.F.A.A. 


The (CHAIRMAN: There is no cheque in, Quebec, Mr. Ferrie. 


By Mr. Ferrie: 

Q. They must receive money from scme place.—A. The corner grocer buys his 
egos, and some local individual goes by and buys a calf and the next man comes 
and takes a lamb. You see we are in a rather thickly settled area and we have 
all small local markets. You do not sell twice to the same:man, and for that 
reason it would be very hard, as a matter of fact, it would be impossible to levy 
with any sense of justice or fair play on production. A production tax would 
be an impossibility, I know. I think I am stating a fact, Mr. Chairman, when 
I say it would be an impossibility. 

Q. You do not believe that the sales tax is fair, do you?—A. Mr. Chairman, 

there would have to be some means devised; it would have to be a sales tax 
which would affect the farmers, as well as others, because they are heavy 
buyers. It would have to be distributed over the whole of the population, other- 
wise you could not do it. 
- Q. But the sales tax falls very very heavily on the farmers?—A. It would 
certainly fall as heavily upon the farmer as it would upon the wage-earner in 
the city. No doubt it would, but the money has to come from somewhere and 
I do not see any other means. A production tax is an impossibility at home as 
well as in the Maritimes. And I know the Maritimes quite well. 


By the Chairman: 
Q. In the last sentence of the first paragraph on page 3 under the heading of 
_ “Compulsory and Universal Contributory Plan”, you say: 
At any rate, a system which would involve the payment of a com- 
pulsory contribution appears to us very hard to accept by farmers and 
very difficult to apply. 


‘ 


Would you say the same thing of a social security tax with exemptions to 
such a level that it would leave out the small farmer, let us say, for example, 
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with an income $1,200?—A. I do not believe anybody has a right to lead me — 
into temptation that way. That is really leading me into temptation. So many — 
of our farmers would be tax exempt under that heading that I would naturally 
say yes. On the other hand, even I have a certain sense of justice and fairness; 
and if our people are going to benefit from a pension plan which would apply to _ 
everybody, there should be some way whereby everybody would at least paya 
little. That is my personal feeling that I am expressing. It might be that some 
of my farmers would like to kick me for making that statement. But after all is 
said and done, if we are going to benefit from a plan, it is only fair that every- 
body should contribute. If one has but a little, he would contribute but little; 
and there is no way of making a levy on a production tax basis. There is no way 
of doing that. 

(). Suppose you had a combination of taxes such as a sales tax, or as it. 
was called the other day by Mr. Anderson—a spending tax, which would 
reach everybody, and a social security tax, of the kind I just mentioned, would 
that in your opinion be fair?—A. That would be an answer to the problem. 

Mr. Ferrie: Would there be an exemption in it? 

The CuarrMan: I assumed there would have to be an exemption level for 
the social security tax. . 

Mr. Frerrre: How far would you go in the way of an exemption in the 
spending tax? . 

The Cuatrman: Not on the spending tax but on the social security tax; 
and that would fall more heavily on those who could afford to pay more. 

Mr. SHaw: You are suggesting two taxes, Mr. Chairman? 

The CHARMAN: Yes, a combination of two taxes. 


Mr. Ferri: Do you want the family to pay it all? That is what it would 
seem to mean. - 


The CHatrMAN: I believe the witness understood my question. 


Mr. SmirH: That spending tax would exempt food and shelter, would it not? 
The CHAIRMAN: Yes. 


Mr. SmirH: Which would mean that the farmer and the fisherman who 
did not have much extra money to spend would at the same time be making 
their contributions. 


By Mr.: Corry: 

Q. What would be the reaction of the farmers of Quebec to a stamp — 
book system in which they would get their book and make their collections in — 
that way? Would there be any possibility of reaching 100 per cent coverage in 
that way, the same as in connection with unemployment insurance?—A. That. — 


would mean that a man would have ‘to buy stamps with each purchase that 
he made? 


By the Chairman: 


Q. No, no, he would buy stamps at the Post Office. In order to qualify for 
his benefits he would contribute through the purchase of stamps.—A. And if 
he does not buy them, what then? | 

Q. He has no pension—A. That means he would eliminate himself by — 
not buying stamps; and then when he got old enough and needy enough he 
would come to the back door and say: “I am in need and I want help.” And — 
we Raa ea to give him help, would we not? You do not leave a dog out — 
In the cold. ia 


Mr. Benipickson: He would have to-be paid on a basis of need by some 
government. . ) 
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; Mr. Ferrie: I did not get your idea of a spending tax, Mr. Chairman. I 
_ have been accustomed to what you call a spending tax. I do not think the 
- committee really and truly understands what it is. If I understand you 
_ rightly, you would have an assessment or a levy of 1 per cent or 2 per cent 
upon everything that you spend? 
The CHarrMan: That is a sales tax, Mr. Ferrie. 
> Mr. Ferrie: No. What is the difference between a sales tax and a spending 
tax? 
The Cuarrman: A sales tax is a spending tax. 
Mr. Larne: It is a cultured word for the same thing. 
The CHarrMAN: You may have an indirect sales tax as we have here in 
the federal government; or you may have a direct sales tax as they have in 
- Quebec and in British Columbia, which is also a spending tax. 
Mr. Ferrie: In the provinces you cannot impose a direct sales tax. 
The CuHatrMAN: Oh, yes you can. That is the only kind of taxes the 
provinces may impose. 
Mr. Ferrie: You cannot impose it on the invoice, but rather upon the 
individual as a direct tax. Is that what you mean? 
Mr. SmitH: A retail sales tax. 
The CuairMaN: A retail sales tax is a direct tax; whereas a manufacturer’s 
sales tax is an indirect tax. 
Are there any other questions, Mrs. Fallis and gentlemen? 
| Hon. Mr. Horner: I would like to ask the witness a question. I believe 
_ you spoke to the committee of a man working until after 77 to earn some addi- 
_ tional money. You would not recommend, would you, or your group would not 
recommend a system where anyone in their lifetime would have to take no thought 
_ themselves to provide for their own old age, or a system whereby the family 
_ would have no thought for caring for their parents in their old age. 
Mr. Larne: They say there is rarely evidence of that. 
The Witngss: I thought I made that evident at the outset; anything that 
- would stop a man from providing for himself or his family is wrong. 
The CuatrMAN: Senator Horner was not in the room when you made your 
original statement. 
/ : : ° 
The Witness: Should I make-that quite plain? 
The CHarRMAN: Would you repeat in a few words your opening statement? 
The Witness: Mr. Chairman, I simply stated this, that all of us are of the 
- mind that we say nothing should be done to prevent a man taking care of him- 
_ self and ‘his family to the utmost of his ability. There is nothing that interferes 
_ with the primary responsibility of a man towards himself and his people. 
‘ Hon. Mr. Horner: That answers my questions; and that would be your 
_ reason for not recommending too high a pension? 


bi The Wirness: That is right. 


A 


- 


¥ By Mr. Smith: | 

3 Q. If I remember correctly, you said that over half of those between 65 and 

_ 70 would not need a pension because they would have enough means to take care 
of themselves; is that correct?—-A. Yes. 

2 Q. Would there be a proportional half of those, do you think, who would 

_ be in need because of health reasons?—A. Oh, it would be nowhere near one- 

half. I consider they would be exceptional cases. At 65 to 70 they are not 

f numerous, but some of them are really pitiable cases and our people, through 

sympathy, thought something should be done to enable them not to have to hope 
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and pray to be two years older every year in order to get. to 70. Life is too- 
short, and it is too bad if a man is anxious to get old because he is famished. 
Mr. SmirH: I thought Mr. Marion indicated that one-half of the group — 
between 65 and 70 would be old for their years. Oy | 
The Wirness: It would not be more than one-fifth or perhaps one-sixth of — 
the total group. | | a 
Mr. SHaw: Mr. Chairman, Mr. Marion suggested a minimum pension plan 
acceptable to all who need it, and then the resorts to government annuities, par- 
tially paid for by the federal and provincial governments. Would you care to- 
elaborate on that, Mr. Marion? e. 
The Wrrness: Mr. Chairman, I think the best I can do is say that we in 
our own organization have created annuities for which we pay 5 per cent and — 
the employee pays 5 per cent of his salary, and we buy federal government — 
annuities. . 
Mr. SuHaw: Are you speaking now of employees of the credit union? 
The Wrrness:. No, I am speaking of our own farmers’ association for — 
Quebec, but we also have such a plan within the credit union association. We 
suggest it might be possible for the federal government to enable the common 
man to buy annuities and that the federal government put in dollar for dollar, r 
or a certain amount toward his purchase of annuities. That would encourage | 
thrift and forethought on the part of the man who wanted to have more than the 1 
basic minimum pension that he would get anyway, but if he was so inclined he 
could buy annuities with the federal government going in partnership with him — 
toward obtaining such annuities. q 
Mr. Latnc: You used the word “subsidies”. | “a 
Mr. CuarrMan: Yes, it would be a subsidy; it would be subsidizing the 
payment of government annuities. dd - 
Mr. Laine: In what way? 4 
The Cuatrman: By the federal government paying part of it up to a certain © 
amount. . q 
Mr. Laine: Annuities were more attractive when they paid 4 per cent than — 
they are now when they are paying 3 per cent. Would you think something | 
like that would help? | | 
The Witness: What I am suggesting is the federal vovernment would — 
do what we are doing for our own employees. We are paying as much as they 
are; every time a man puts $5 in an annuity we put in $5, and if that was done 
through the federal government the federal government could chip in and put 
in a certain percentage of money to buy such annuity. . 


By Mr. Benidickson: 


Q. I did not understand that your union was making these contributions 
for them. Are they your farmer members?—A. No, they are our employees. | . 


. People at the office headquarters of the union?—A. Yes. ; 


By Mr. Blarr: — 

Q. You have stated you have 110,000 farmers in Quebec and 72,000 are in 
this union. That leaves 38,000 not in the union. Are they a poorer class of farmers. 
or are they just indifferent about joining your organization? It is interesting 
and I would like to know if the 38,000 farmers are not so well off and cannot 
afford 1t.—A. Mr. Chairman, of course Dr. Blair knows the answer before I give 
it. We claim to have within our ranks the most. progressive farmers, not always 
the wealthiest or richest, because you know how difficult. it would be for the 
rich to get into the Kingdom of Heaven. It is harder to get in there than it is tO 


go through a needle’s eye. We do not have the riches but we have the brightes be 
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Q. I think that is very praiseworthy. That gives each of your members an 
average share in this of $6,000?—A. Oh, no, those are two different things. Of 
‘our members 70,000 out of 72,000 families are members of the credit union. 

Q. 72,000 are not?—-A. Are not members of the association but are members 
of the credit union. They are two different set-ups and are separate, although 
I am an officer in both of them. We have managed to get the farmers interested 
in credit unions although they are not members of our union. They are two dif- 
ferent set-ups, independent of each other, but the officers are the same in both. 


The CHarrRMAN: Senator Vaillancourt is a member of our committee and is 
president of the credit unions in Quebec. That is a different set-up entirely from 
the Union of Farmers, but most of the members of the Union of Farmers are 
also members of the credit unicns plus other farmers and a great number of 
wage earners. 


The Witness: Mr. Chairman, for your information, in our credit unions we 
have 355,000 members. 


, By Mr. Brooks: 


Q. In connection with the annuity, do you think it would be fair for the 
annuity to be bought by the individual, or half paid for by the individual, 
where it was not a universal thing?—A. That was only put in there as a possible 
suggestion that the government might do something to encourage thrift and 
forethought. Might I illustrate a case very briefly? In Granby there was an 
owner of a large factory, and some of you members may know him, Mr. Weber. 
He was a member in the House for a number of years but he is not here today. . 
He decided that if those of his employees below 25 years of age deposited any 
money in the eredit union he would pay 50 cents for each dollar they put in, 
and he was surprised at the amount it cost him. 

' Q. He got a lot of money from the people—A. It was for the benefit of the 

younger people to encourage thrift, and it did a lot of good. Now, if the federal 
government. ever undertakes to do anything that would encourage Canadians to 
save money for themselves through their own efforts, it might not be a waste 
of public money. 

Q. My point is that probably not 50 per cent of them would take advantage 
of this annuity and you could have 50 per cent benefiting and another 50 per 
cent not benefiting but contributing to the government, and it would not be fair 
~ to those who were not receiving it.—A. That could be. 

Mr. Benipickson: Then again it is recognized the government annuity 
scheme we have today is not operated on a balancing dollar basis. Under the 
present scheme the government assumes the cost of administration and its rates 
now are not those that can be provided by a commercial organization. How 
would they prevent a lot of people of means from running in and buying bargain 
annuities from the: government? 

The Wrrness: Mr. Chairman, we did give thought to that objection and 
regardless of the difficulties that might be involved, that was thrown out more 
as bait to see if we would catch any fish with it. My people thought it was worth 
while to put in some suggestion that the government encourage thrift and a 
desire to help oneself. 

The CuarMan: Are there any other questions? 

Mr. Beniickson: Before we conclude I just want to report to you officially 
that the permanent secretary of the Minister of Veterans Affairs has approached 
~ me and has indicated that his minister and the War Veterans Allowance Board 
are anxious to have a brief presented to this committee outlining the features of 
_ old age security as they are applied to veterans. 
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As you know, we recognize premature aging in connection with the veteran 
class, and they feel that their administration is likely to be affected by our 
deliberations, and I am bringing this to your attention so that you can arrange 
with the steering committee to give consideration to it. 

The Cuamrman: Yes, Mr. Benidickson; is the memorandum ready? 

Mr. Buninicxson: I believe the memorandum is ready. 

The CHAIRMAN: If it was ready we could distribute it to the members of the 
steering committee and call a meeting of the steering committee for Thursda 
night to decide on it. Would that suit the purpose? 

Mr. Beniwicxson: I will make inquiries and see if I can get copies of it. 

The CHarrMan: Tomorrow we are going to hear from Mr. Mitchell Sharp, 
of the Department of Finance, and his memorandum was distributed to you a 
few moments ago. There is no indication on the memorandum that it is from 
him. Thursday morning we will have Mr. Lamontagne of the School of Social 
Sciences from Laval University. You will have his brief tomorrow. On Friday 
we will have Dr. Cassidy of the University of Toronto. You already. have, his 
brief in your folder. On Monday the witness will be Dr. Charlotte Whitton. 
On Tuesday next we had intended to hear Mr. Varcoe, the Deputy Minister of 
Justice; but, of course, if the steering committee decide to hear the officials from 
the Department of Veterans Affairs I think we should hear them on Tuesday and 
have Mr. Varcoe come on Wednesday. 

The members of the committee join with me in thanking you very much and 
very deeply, Mr. Marion, for your presentation and for giving us the consensus 
of opinion of the farmers you represent.. 

Some Hon. Mremprrs: Hear, hear. 


The Cuairman: You may be sure that we appreciate the trouble you have — 
gone to in presenting your memorandum, and the members of the committee will 
appraise to its merit the fact that you have answered their questions in a tongue © 
which is only a second tongue to you; and, again, we wish to thank you very ~ 
deeply. 

The Wirness: You have been very kind to me. Thank you very much, Mr. 
Chairman. 


—The Committee adjourned. 


APPENDIX 


‘TRANSLATION 


_ The Cuatrman: Gentlemen, we have here as witness this afternoon Mr. 
J. A. Marion, general president of the Catholic Union of Farmers. 

‘You can rest assured, Mr. Marion, that the members of this committee 
are joining with me in thanking you sincerely for the trouble you have taken 
in the preparation of a brief for our benefit. The committee is also grateful 
to you for the fact that you have consented to address us on the subject of 
old-age pensions, and to answer questions that members of the committee 
may wish to ask you. There is no doubt that your experience and knowledge 
will be very useful to this committee in its study of the problem, and particularly 
in its difficult task of drafting a report. 7 a 

The WITNEss: Mr. Chairman, I wish to thank you for the good words you 
have just said about me, and I assure you that we are pleased and honoured in _ 
being able to make a few remarks here on a problem which is becoming more 
and more interesting to the whole population, and to which we have given a 
certain amount of study, particularly during the last two or three years. | 
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MINUTES OF PROCEEDINGS 


Wenpnespay, May 24th, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age | 
Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 


The Senate: Honourable Senators Burke, Fallis, Farquhar, Ferland, 
Hurtubise. 


The House of Commons: Messrs. Ashbourne, Benidickson, Blair, © 
Brooks, Cannon, Corry, Céoté (Verdun-La Salle), Croll, Ferrie, Fleming, 
Knowles, Laing MacInnis Macnaughton, Richard (Gloucester), Robertson, 
Shaw, Smith (Queens-Shelbourne). 


In attendance: Mr. M. W. Sharp, Director, Economic Policy Division, and 


Mr. E. H. Smith, Taxation Division, Department of Finance; Mr. J. W. Willard, 


Director of Research, and Mr. J. W. MacFarlane, Director of Old Age Pensions, 
Department of National Health and Welfare. 


On motion of Mr. Croll, 


Ordered,—That the following documents laid on the Table by the Chairman 
be printed in appendix to this day’s Minutes of Evidence, viz: 


1. Letter from Mr. W. M. Anderson to Mr. Lesage offering certain 
clarifications in respect of his evidence submitted on May 19th. (See 
Appendix “A’’). 

2. Statement entitled “Provincial supplemental allowances, medical, 
hospital and related services”, being information requested by Mr. Fleming. 
(See Appendix “B”’). 

3. Statement entitled “The lengthening life-span of Pensioners”, being 
information requested by Mr. Knowles. (See Appendix “C”). 

4. Representations received from organizations and individuals other 
than those presenting oral evidence. (See Appendix “D”’). 


Mr. Sharp was called. He presented a memorandum on “Financing a pro- 
gram of Old Age Security for Canadians”, prepared by the Department of 
Finance. The memorandum was taken as read and it was ordered that it be 
printed in this day’s Minutes of Evidence. 


Mr. Sharp was examined thereon, assisted by Mr. Smith. 


The Chairman announced that the following witnesses would appear during 
the coming week: 

On Monday, May 29: Miss Charlotte Whitton; 

On Tuesday, May 30: Representatives from the Department of Veterans 


Affairs and the War Veterans Allowance Board (provided that the Steering Com- 


mittee so recommend) ; 
On Wednesday, May 31: Mr. F. P. Varcoe, Deputy Minister of Justice. 
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Officials would submit answers to members* questionnaires as gba ded 
_ the Steering Committee’s report of May 16th, be held in camera. Ae ish ; aie 
At 5.45 p.m. witness retired and the Committee adjourned: ‘until Thundag 

May 25th at 11.00 a.m. | 
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MINUTES OF EVIDENCE 


House or CoMMONS, 
WepnNespDAY, May 24, 1950. 
The Joint Special Committee of the Senate and the House of Commons on 


Old Age Security met this day at 4 p.m. Hon. Senator J. H. King and Mr. J. 
Lesage (Joint Chairman) were present. Mr. J. Lesage presided. 


The CuHarRMAN: Senator Fallis and gentlemen, we have. a quorum. [ 
have receive from Mr. Anderson, the General Manager of the North American 


- Life Assurance Company whom we.heard last Friday morning, a letter in which 
he clarifies certain discussions he had in the committee with Mr. Knowles and 
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Mr. Shaw. This letter is going to be distributed to members. Would some- 
body suggest that this be printed as an appendix to today’s proceedings? 

Agreed. | 

(See Appendix A.) 

The following document has already been distributed. It is titled: “Provincial 
Supplemental Allowances, Medical, Hospital and Related Services”. This is 
in response to information requested by Mr. Fleming at page 92 of the minutes 
of evidence on April 19, 1950. Would somebody suggest that this be printed 
as appendix B to today’s proceedings? 

Agreed. 

(See Appendix B.) 

Now, another document has also been distributed. It contains information 
requested by Mr. Knowles on May 9, 1950, at page 517 of the minutes of 
evidence of the joint committee on Old Age Security. Would somebody move 


that this be printed as appendix C to today’s proceedings? 


Agreed. 
(See Appendix C.) 
Now, would somebody move that all the representations, the memoranda 


- that we have received and which are in the folder entitled “Other Briefs’ be 
printed as an appendix to today’s proceedings? 


Agreed. 
(See Appendix D) 


Mr. Cronu: Mr. Chairman, do you really want that? Is that that list 
of various letters? ‘ 
The Cuamman: They are not letters, they are representations from the 
blind and others and it was decided in the steering committee that they should 
be printed at some place in our proceedings. Those briefs are not only from 
the blind; as a matter of fact they are representations from the British Columbia 
Old Age Pensioners Organization, the Old Age Pensioners Organization of 
Saskatchewan and_so forth. 

Mr. Fueminec: I wonder which ones you are speaking of? Are they the 
ones that came in in the last day or two? 
The Cuamman: I'am referring to the whole of them. You suggested 
yourself, Mr. Fleming, that we wait until we had all of them. 
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: : mr, 
Mr. Fupmrinc: I think we had decided to put them in automatically when — 
you thought the time was ripe. } . ; 


The CuarrMAN: I am making the suggestion, now because I believe the — 
time is ripe. Those will be printed as Appendix D to today’s proceedings. 
Now, our witness today is Mr. Sharp. 


Mr. Sharp has already supplied the members of the committee with a — 
memorandum which has been distributed and I will ask him if he has some- 
thing to add before I ask the members for questions. 


Mr. Mitchell W. Sharp, Director of the Economic Policy Division, 7 
Department of Finance, called: . 


The Witness: Thank you, Mr. Chairman. All I do want to say is, in 
preparing this memorandum the members of the department that worked on ~ 
it had in mind supplying information which they thought would be useful — 
to the committee. As I say in the introductory notes, there may be other ~ 
information that the committee wishes and the department will be only too 
glad to supply it if we can. I should add this that many of these estimates are © 
at best what are known as “guesstimates”. You cannot be sure what the 
margin of error is; they are the best that can be made under the circumstances 
and any other estimates we make would be subject to the same qualifications. 
I think that is all I have to say, Mr. Chairman. | 


FINANCING A PROGRAM OF OLD AGE SECURITY FOR CANADIANS 
PREPARED FOR THE JOINT COMMITTEE ON OLD AGE SECURITY BY 
THE DEPARTMENT OF FINANCE 
4 


The purpose of this submission is to place before the Committee illustrations | 
of the revenues that might be raised from various forms and levels of new levies ~ 
or changes in existing taxes to finance a program of old age’security for Canadians, 
and of the premiums necessary to purchase annuities at given ages. 1 

Before doing so, however, it is perhaps well to make a few general, and per- — 
haps obvious, remarks about the relation between the nature of an old age 
security program and the method of its financing. . ; 

The various kinds of programs that might be envisaged are unlimited and — 
the Commitee has already reviewed a great many, both those in effect and in 
other countries and various proposals put forward by witnesses. No attempt 
will be made in this memorandum to classify them or arrange them according to 
any system. ’ 


From a financing point of view, however, there are two fundamental 
approaches to the provision of old age security viz.: 


(1) the “pay-as-you-go” approach, 
(2) the “deferred equity” or insurance approach, 


. 


old age security could, in a particular year, exceed disbursements to pensioners 
in that year and the surplus kept in a separate fund. It is also conceivable that 
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The fundamental characteristic of a “pay-as-you-go” system is that those 
~ who are working pay the cost of providing pensions for those who have retired. 
_ The financing of a “pay-as-you-go” system is a matter of distributing the current 
cost of pensions over the population in what is considered to be a proper way. In 
other words, it is essentially a revenue problem, even though the scheme may be 
“contributory” in the sense that it is paid for in whole or in part by a special 
— levy or contribution. 

| In contrast is the “deferred equity” or insurance approach by which the 
pensioner, in effect, accumulates a right to a pension by making a financial pro- 
vision through the payment of appropriate premiums during his working lite. 
- This system, in so far as-it is self-supporting, involves the accumulation of a 
reserve fund or a reserve account out of which the pension claims are ultimately 
to be paid. 

The tables that follow, therefore, are divided into two groups. The first 
group (Tables I, II and III) illustrates the premiums that would have to be paid | 
monthly beginning at various ages in order to purchase annuities of various 
amounts payable at ages 65 and 70. Calculations are included to illustrate the 
effect of such features as return of premiums at death and survivors’ benefits. 

These premium calculations, of course, are not necessarily the rates that 
might be fixed under a “deferred equity” or insurance plan, nor do they take 
account, for example, of possible division between employers and employees. 
- They are mathematical calculations designed to show how much has to be set 
aside in one way or another to accumulate a pension of a given amount. For 
purposes of illustration only an interest rate of 3 per cent has been used in these 
calculations which is higher than the current yield on long-term Government of 
Canada obligations. In providing estimates of costs under the Old Age and 
Survivors Insurance scheme in the United States a rate of 2 per cent was used, 
and if such a rate were used in Canada the cost of the premiums would be con- 
siderably higher. Until experience is gained after the introduction of universal 
old age pensions the choice of a mortality table is difficult, but the one used in 
these calculations should not be greatly out of line with the mortality to be 
experienced over the next few years. 

The second group (Tables IV to XI) provides certain basic information 
about: | : 
(a) the yields of existing taxes, 
(b) the estimated yields of certain kinds and levels of taxes on income and 
consumption. 


Te a a 


A word of explanation may be in order about the choice of taxes used in the 
illustrations of hypothetical yields. 

In the first piace, in putting forward these illustrations, there is no suggestion 
that there is merit in any particular tax listed, and the Committee may wish the 
- Department to make other estimates. Furthermore, an attempt is made to pro- 
- vide basic material from which further calculations can be made. For example, 
figures are shown of the theoretical yield of a 1 per cent tax on all personal income 
- without exemption. This can, if necessary, be multiplied to calculate the theor- 
- etical yield of a tax of this kind at any level. It did seem useful also to show 
the effect of introducing certain limitations and exemptions upon the yield of 
various taxes, including present taxes. 

Finally, these estimates are the best that could be made with the available 
- information. In the nature of things, they are subject to the usual and, In some 
eases, more than the usual margin of error. They assume present levels of 
national income and employment. 

In presenting these calculations, no attempt 1s made to differentiate between 
levies which could be regarded as “contributions” specifically earmarked for a 
“pay-as-you-go” old age pension plan, and those which might simply be a means 
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of raising additional revenue for that purpose. That is a quite separate though a 
important question, involving considerations other than the raising of revenues 
such as the coverage and amount of the pension provided, the relation of old age 
security to other parts of a social security program, and the constitutionality of 
levies specifically earmarked for social security purposes. It therefore falls out- 
side the scope of the present submission. ; 


TABLE I 
SHOWING MONTHLY PENSION WHICH CAN BE PURCHASED BEGINNING AT AGE 65, 
WITH PREMIUM EQUAL TO 1% OF MONTHLY INCOME, INTEREST RATE 38%— 
NO LOADING FOR ADMINISTRATIVE COSTS 


No Return or Premiums if the Contributor dies before age 65. 


OOo 


Monthly Income 
Age at which atl A IRS a I TNR A YA eee 
Premiums Begin 


$100 $150 $250 $300 $400 
Male— ‘ 
De RA A wien er ear ce taye ie ae $10.71 $16.06 $26.77 $32.12 $42 .83 
21 eh etn oc ae 6.72 10.08 - 16.80 20.16 26.88 
AlN il Ra cir nhs iia aio elewe ls 3.86 5.80 9.66 11.59 15.46 
aot, Be Hla ae mney Se Tinie te BSE 1.86 2.79 AAGD 5.58 Uz43 
GOP ete: a een Oe ey San Sat Sg .49 : ie 22 eas 1.96 . 


Wits Returns or Premiums if the Contributor dies before age 65.* / 


Male— 
Pe NE. gene ROT Seer me 8.09 $12.14 $20.23 $24 .27 ' $32.36 
SLU nica NY Aiea Mle Pe A) 9, ee 5.27 7.91 13.19 15.82 21.10 
Aare eae Pee sete Wel ian, Clay ais ite’ Ane 7.95 9.54 Tay did WA 
I GS EAE, ae 1.62 2.44 4.06 4.87 6.50 
GOS Ae ne CRO See nest AS Mine i: 0.46 0.70 TOA: rat OO ee enh Asp 


Survivor's Benefits 


On the prior death of the male after Age 65, the pension to the surviving — 
wife to be reduced by one-half—on the prior death of the male before Age 65, — 
one-half the full pension to be paid to the surviving wife at Age 65. - 


Male Female 
20 ins $7.94 $11.90 $19.84 $23.81 $31.75 
30 By 5.02 7.58 12.54 15.05 20.07. 
40 35 2.92 ASML 7.29 8.75 11.66 
50 45 143 214: BO io) 5.69 
60 ND 0.39 .58 0.96 1.16 1.54 


_ Mortality Table: Mortality of Annuitants, 1900-1920, a (f) and a (m) with a reduction of three years ; 
in age. 


*These rates are identical with the rates quoted for Canadian Government Annuities. 
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SHOWING MONTHLY PENSION WHICH CAN BE PURCHASED BEGINNING AT AGE 70, 
WITH PREMIUM EQUAL TO 1% OF MONTHLY INCOME, INTEREST RATE 3%— 
° NO LOADING FOR ADMINISTRATIVE COSTS 


3 No Return or Premiums if the Contributor dies before age 70. 
| 


Monthly Income 
Age at which 
Premiums Begin 


$100 $150 $250 $300 $400 
 Male— 
Oa RA. eel $17.76 $26. 64 $44.40 $53.29 $71.05 
(Pa feo a ea Ee eoiee aoe 11.36 17.05 28.41 34.09 45.45 
4 MCE INE OM ett sta TY 6.79 10.18 16.97 20.37 27.16 
De TUTE 2 wetteers. 3.58 5.37 8.94 10.73 14.31 
3 stata Ae a Ae a oS Deine Se 1.39 2.08 3.46 4.16 5.54 


Wirn Return or Premiums if the Contributor dies before age 70.* 


Male— j 
PAN alt ieee Nap SR 6 Oe Ai tear aM ene $11.74 $17.61 $29.34 $35.21 $46.95 
rat DIR ek We Sige ek Be rine OF Be bace h 7.86 11.79 19.65- 23.58 31.45 
Ale reer Mae ti ee ree 4.96 7.44 12.40 14.88 19.84 
17) Bet ede, a aie eee ease ee 2S 4.21 7.01 8.42 1122 
OO eth ea a ead rte mites 1.20 1.80 2.99 8.59 4.79 


Survivor's Benefits 


On the prior death of the male after Age 70, the pension to the surviving 
wife to be reduced by one-half—on the prior death of the male before Age 70, 
one-half the full pension to be paid to the surviving wife at Age 70. 


Male Female 
S10 e4ad, $18.61 $31.02 $37 , 22 $49.63 
30 25 7.99 11.99 19.98 23.98 31.97 
40 35 4.82 4.23 12505 14.46 19-28 
50 45 2-57 3.86 6.43 E beat 10.29 
60 55 1.02 te 50 ea SS 3.06 4.08 


_ Mortality Table: Mortality of Annuitants, 1900-1920, a(f) and a(m) with a reduction of three years 
in age. 


*These rates are identical with the rates quoted for Canadian Government Annuities. 
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| vA TABLE II Aes, € 
SHOWING MONTHLY PREMIUMS NECESSARY TO PURCHASE MONTHLY PENSIONS | 
OF $40 AND $50, BEGINNING AT AGES 65 AND 70, rhe 


INTEREST RATE 3%—NO LOADING FOR 
ADMINISTRATIVE COSTS 


Monthly Premium for Pension | Monthly Premium for Pension 


Age at which Premiums Begin to begin at Age 65 of to begin at Age 70 of 
$40 monthly | 850 monthly | §40 monthly ) $50 monthly — 


No Return or Premiums if the Contributor dies before the Age the Pension is to begin. 


Male— 
IN Soo SS SR a ear aN ALD $ 3.74 $ 4.67 Se ee $ 2.82 
PTR Caa TS hee we ee eta. in Renate 5.95 7.44 O02 4.40 
ANY WSs SR AE es A ea i eth an TUN ROR 10.35 12.94 5.89 Tio 
Fah Sau RATT ap hin gerbe ae cer ean Pe 2A a2 26.90 / LIGIS oe 13.98 
RU Saar Ree EN SN tee SR Saas yd lelhu ed shane 81.66 102.08 28.87 36.09 


Survivor's Benefits 

On the prior death of the male after the Age the pension is to begin, 
the pension to the surviving wife to be reduced by one-hali—on the prior 
death of the male before the Age the pension is to begin, one-half the full 
pension to be paid to the surviving wife at the same Age. 


Male Female 
20 15 $ 5.04 § 6.30 CS ees § 4.03 
30 25) LOFT 9.97 5.00 6.26 
40 35 Way V7ad'd 8.30 10.38 
50 45 28.10 35: 12 15.55 19.44 
60 55 103.73 129.66 39.19 48.99 


Mortality Table: Mortality of Annuitants, 1900-1920, a (f) and a (m) with a reduction 
of three years in age. > anit 
* These rates are identical with the rates quoted for Canadian Government Annuities. 
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TABLE IV 
. ¥ YIELDS OF EXISTING TAXES 
r , (Based on Budget of March 28, 1950) 
M 
Fiscal Year Fiscal Year 
ties 1950-51 1949-50 
(Forecast) (Preliminary) 
| (in Millions of Dollars) 
y 
MGA MTOR CAIUS tte, et ay sigs eon sslge we dunh lathe: 225-0 229-0 
Excise DutTres— 
i Aaa Oli SV CLAP OS we Ve velar wean ee) oro ose oso Mle thane, bal he etd aj PT eayale Slee 102-0 104-5 
SHG ste oe pd Baca (eb Mlej as ee Ogeee te LOT yA RS ce ens rR IE 114-0 114-0 
. ee zIC Ee a pie ed oe etn. lpsec mle Rese ute ikarle A dupes ee Wrela e — 3:0 — 3-0 
; 
: NaS eC AOU IOR Mate Ah, eee ate ly, Ek stitch Pinte din oyadedy 0s, oho 213-0 215° 5* 
ME ATMA A GOL) ae SA ket eee ale tant é + Fas CS oleae Nagel soe ods legos 400-0 404-1 
AA 
 Orner Excise TAXES 
‘ a ACEO TOL facie tie a iad iw ea soe etn ale Wig oe Gees Re Ma oles 83-5 83-4 
Aree leds Lares ad, CUDCS las. ha thes Fre nycas lo Ries, «legate gunn vindalsb.e ese 35-0 34-2 
. Stamps (cheques, stock transfers, etc.).........-. 0 cere eee eee ees 9-5 9-7 
a Cigarette papers and tubes... 6.2.05... - ee ee he ee ee wes Sah g!) 7-1 
Jewellery Vornamments, CbGs.. 27s). SA ee Sleds ami oe ate 4-5 4.3 
; CASE tare ct ute te OU tte Sg oR oe oh AAS oe een ee en ae a 2 13-5 25-2 
g 153-0 163-9 
_ Income TaxEs— Q 
q OP SMO Les pan ME Ne tn AS ES Be a Se Se Re 530-0 611-5 
: COnmporatioOnss. 3... 2a. few ol Pa es OP AN ok CEB sae ta 580-0 586-5 
JEM, Soe) aye: bavalele (6 konto] noo Dae trans Sie highend ies Pei ean eS 46-0 45-5 
eS er aT LN ee te chee ee Cid te Nw lehe Sieve clsus aoe ne Be IRS uals whaling — 2-5 
erated area A) Ue aa Nc nei ee teenie ts yee + ok ae 29-0 28-5 
Naan ol iCOUR: PARDEE. Utne Bete oe ahs os LAR Sg EN Suede) ere gc te be ola iaicia 4-0 4.0 
Torat Tax REVENUE....... aL Asch ate eed aye ties & Bee en 3): eee 2,180-0 2, 286-0 


Illustrations of hypothetical tax yrelds 
TABLE V 


Effects of changes in exemptions under existing personal income tax without 
change in rates: 


Lowering of exemptions to $750 for single 

person, $1,500 for married person, $100 
for family allowance dependents, and $300 
for other dependents 


It is estimated that there would be approxi- 
mately 750,000 new taxpayers under these 
exemptions, who would pay about $22 
millions of the increase in revenue. 


Lowering of exemptions to $500 for single 
person, $1,000 for married person, $75 for 
family allowance dependents, and $200 for 
other dependents 


It is estimated ,that there would be 
approximately 1,300,000 new taxpayers 
under these exemptions, who would pay 
about $84 million of the increase in 
revenue. Je 


additional revenue 
of $160 million 


additional revenue 
of $365 million 
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Note on method of calculation a ot 


To estimate the increase in yield and the additional number of taxpayers 
a distribution of taxpayers according to income groups and marital status — 
below the present exemptions was constructed on the basis of a recent unpub- 
lished analysis of Canadian incomes by income, occupation, and marital 
status, prepared by the Department of National Revenue. This distribution 
employed information derived from income tax returns and labour force and 
national income statistics. 

The average taxable income in each income group in the total distribution 
including these new taxpayers was multiplied by the number of taxpayers in 
the group. This was done for each set of new exemptions, and the sum of 
these calculations gave the estimated yield from the personal income tax 
for each combination of exemptions. ‘These totals were then compared with 
the estimated yield of the income tax under present exemptions to obtain the 
increase in revenue under the new exemptions. 


TABLE VI 7 


Surtax or surcharge on existing income tax liability 
each wor per Cent... Suuae Goes ier neers. fo here $29,000,000 


Note on method of calculation 


This calculation represents one-twentieth of the annual yield of the present 
income tax, assuming present levels of national income, estimated to be $575 
to $580 million. The forecast of revenues from personal income tax for the 
fiscal year 1950-51 is $530 million (see page 8), the difference being due 
principally to deduction from 1950-51 revenues of refunds in respect of 1949 
taxes and to the inevitable differences between tax yields in respect of a particular — 
period and collections within that period. 


TABLE VII 
SPECIAL LEVIES ON PERSONAL INCOME (ASSUMING PERFECT COLLECTION) 


Eacu 1% Tax on Personat INCOME 
(Millions of dollars) 


Base No Maximum | $50 Maximum | $25 Maximum 
Pe EOROO: NG |. 3c Savile sits Kies eae uehaets o's Oe 100-0 92°3 81-3 
All income less deductible exemption of $250.......... 87-5 80-2 75-5 
All income less deductible exemption of $500.......... 74:3 67-5 - 60-2 
All income less exclusion of $500........05s0c.cseee0eecs 98-0 90-5 79-6 
All income less exclusion of $750........0..lscecescees. 95-0 87-5 - 76-8 
All income less exclusion of $1,000............0.e.e0e0- 90:1, |" 82-7 72-0 


a ne 


Nore.—Exclusion means that persons with incomes equal to or less than the amount of the exclusion 
(say, $500) are not subject to tax. Persons with incomes above the amount are subject in full (except for — 
notch” provision). Thus the exclusion is NOT the same as a deductible exemption. * 
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The Assumption of Perfect Collection 


This assumption is made not because it is thought to be realistic but because 
the Department has insufficient facts and experience on which to put forward, 
with any degree of confidence, a forecast of probable collections of any of the 
foregoing special levies on income. 

The problems and costs of collection would be least with respect to wages 
and salaries and some kinds of investmenit income which can be taxed at the 
source. Both the problems and the costs would mount rapidly in attempting to 
collect the levy from the self-employed (including about 650,000 farmers and 


~ 350,000 other own-account workers who in many cases do not keep adequate 


accounts and whose costs of doing business cannot easily be established) and 
from casual earnings of various kinds, particularly if there were no exemptions 
or exclusions or such exemptions and exclusions were at a low level. For example, 
if there were no exemptions or exclusions, there would be the problem of assessing 
and taxing such items as the earnings of messenger boys, casual earnings and 
minor investment receipts of housewives, the value of farm products con- 
sumed by subsistence farmers who have little cash income, small earnings 
derived from the letting of rooms and taking in of boarders, income from spare 
time work of wage and salary earners, and so forth. 


Note on method of calculation 


The same distribution of incomes as that used in preparing the immediately 
preceding estimates was employed for the above calculations, with minor adjust- 
ments. The total level of individual incomes was taken at a round figure of 
$10 billions for purposes of this computation, which may be regarded as a fairly 


conservative estimate of the amount of personal income, at present levels of 


national income, that would come within the scope of the present tax law. 
For example, it is assumed that the exemption of family allowances, war pensions, 
unemployment insurance, etc., now allowed would be continued, and that other 
reliefs for medical expenses, charitable donations, deduction of losses, etc., would 
also be allowed. To the extent that the scope of the special levy is made 


broader than the base of the present income tax the revenue will be corre- 


spondingly increased. 

Where no exemptions, exclusions or maxima are provided the calculation 
of yield is based on this gross total figure. Where calculations were made allowing 
for the deduction of an exemption the procedure is similar to that described for 
the immediately preceding computation. Where a maximum tax is described 
the same method is used up to the point where the maximum takes effect, and 
beyond that point each taxpayer is assumed only to pay the maximum tax. 


TABLE VIII 


Taxes on consumption (assuming no change in levels of consumption). 


Present sales tax 

Patil er CCN VIClOS, sc. niielew neces ge cea $ 50,000,000 
Removal of exemptions from present sales tax, 

thus making all goods and services, including 

food generally consumed in Canada, subject to 


the 8 per cent sales tax, would result in addi- 
ksGrtatn VERE GEN. fins S. aioe Ue tes 3 4a 8 hee’: Ree $300,000,000 


Am 4 “ ; | 
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Note on methods of calculation 


There are 6 major categories of goods not presently subject to sales tax: 


(1) Foodstuffs—only a few items are now taxed; 

(2) Fuel—including electricity ; ee 

(3) Building materials—only a few items are now taxed; 

(4) Machinery used directly in the manufacture of goods; 

(5) Farm machinery; ; is) 

(6) Miscellaneous—a wide range of goods, most of which are of minor 
importance. Also all purchases by public hospitals and certain 
charitable institutions are exempt. 


Sales tax is applied to the factory or processor’s price or, in the case of 
imported goods, the duty paid value of goods subject to sales tax. It is 
estimated that, with exemptions removed, the value of the additional goods 
that would be subject to sales tax is as follows: 


(Millions) 
ANTE OOE Ys 500 OS RIS ho Oe Sen,” Vac eit eae $ 1,450° 
GOVE AUTOS Sy 25S Taree pr SIRS S'S. Se alm Conte an 700 
(3 stdin os Materiales I. eh eee ty ohm ame Se deem fee 850 
(4) Manufacturing machinery! Pale. 264". vy Sele eas 380 
(Sy Arras MSC DIM TIRE es. cis Wy cate tence se. cro bea ma oy ciagege 320 
(GH HUVETSCELIANEOUB, Ve eis huss cots le oa eteapren, eee eyes aeuae tere 100 

$ 3,800 


These amounts are approximate because available statistical information 
is not sufficiently detailed to make an accurate estimate possible. This is 
particularly true of Group No. 6 which consists of at least 100 assorted items. 
Sources of material 


(1) Food—D.BS. estimate of retail sales of foodstuffs has been reduced — 
by eliminating sales of those foods which are now taxed; the remainder which 
represents retail sales of exempt foods has been further reduced by amounts ~ 


representing approximate retail and wholesale markups. 
(2) Fuel—D.BS. estimates of total industrial and domestic consumption 


of coal, electricity, and fuel oil. Coal comprises 46 per ‘cent of the total, 


electricity 37 per cent, and fuel oil 17 per cent. 


(3) Building materials—D.B.8. estimate of materials used by the con- 
struction industry. Retail purchases by individuals are not included. At the ; 
same time building materials still taxable have not ‘been excluded. The — 


adjustments would probably be offsetting. 


(4) Manufacturing machinery—Department of Trade and Commerce ~ 
preliminary estimate of capital expenditures on machinery and equipment 


made by the manufacturing industry in 1949. 


(5) Farm machinery—Department of Trade and Commerce preliminary — 


Aaa of capital expenditures. It has been based on sales of farm machinery 
in ; 


(6) Miscellaneous exemptions are listed in Schedule III, Excise Tax Act. 


TABLE IX 
Taxes on Corporate Income 


Surtax on existing corporate taxes, each 5 per cent $29,500,000 
Note on method of calculation | 


Current corporation profits for purposes of this estimate, are assumed | 


to be $1,850,000,000; this is little more than an informed guess, since no 


Pi a | a es 


OLD AGE SECURITY 959 


statistics are yet available even for 1949. Revenue from the present tax on 
such profits will be in the neighbourhood of $590 million. An additional 
5 per cent of this amount of revenue is about $29-5 million. 


TABLE X 


Special levy on corporate incomes 
each 1 per cent on all corporate income.......... $18,500,000 


Note on method of calculation | 
Current corporation profits are again assumed at $1,850,000,000. 1 per cent 
of these profits is therefore $18-5 millions. 


Note re tables IX and X 

These are straight arithmetical calculations based on present corporate 
income. They take no account of the effect which higher taxes might have 
on corporate income itself. Because corporate income tends to be subject to 
relatively wide fluctuations it is also necessary to add a word of caution about 
using these figures in making forecasts of possible revenues in future years 
from this source. 


TABLE XI 


‘Tax on Payrolls (assuming perfect collection) 
A each 1 per cent on all wages and salaries ......... $73,000,000 
Note on method of calculation 

Total wages and salaries paid, including employee contributions to social 
security, but excluding supplementary labour income such as employer con- 
tributions to pensions and to social security, is estimated by the Dominion 
Bureau of Statistics at $7,300,000,000 for the year 1949. One per cent of this 
total is approximately $73,000,000. Wages and salaries paid to farm workers 
and to domestic servants are included. 
Department of Finance, 
May 22, 1950. 


Mr. Crotyi: Mr. Sharp, from your brief, can you easily tell us what one 
per cent on income tax, individual, corporations, and others, would bring us in 
any one year? 

Mr. Fiemina: Are we not going to have a page by page discussion? 

3 The Cuarman: I asked Mr. Sharp and he said he did not mind how we 
proceeded so I opened the meeting for questions. 

$ Mr. Fiemrinc: I just suggest we are going to be all over the brief if we 
_ jump all around these various tables. Could we not take the tables in order? 

The Cuarrman: I am in the hands of the committe. 

Mr. Crotu: Mr. Chairman, some of these tables are informative but not 
pertinent. It seems to me this is the opportunity for us to get to the meat of 
the problem and let us leave the matter wide open so that one question may 
follow another and each one may in turn ask any question he or she desires. 
I think we ought to leave the questioning wide open. Mr. Sharp is well able 
to look after himself. 

Mr. Fieminc: It is not a question of Mr. Sharp being able to look after 
himself, it is a question of taking the tables up in the most orderly way. Every 
table is directed to the particular subject of enquiry and I think if there are 
some of these tables that are not pertinent we need not spend much time on 
them, but I for one have one or two questions to ask on some of these tables. 


‘ » ie | | ae wi Roo, Sate BSS ET A Jia of ‘be Ass : 
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The CuairmAn: What is the view of the committee, I now have 26 opposite 
views? Does any other member wish to say what he thinks of it? 

Mr. Suaw: Why depart from our accustomed procedure in taking this brief 
in orderly fashion? 

Mr. Rosertson: I cannot see what is wrong with Boos asking questions 
as they come, following Mr. Croll’s suggestion. é 

The CuarrMan: That is worse. I have now two against two. 

Mr. Fiteminc: You say, ask questions as they come to them. 

Mr. Ropertson: Ask questions from any part of the brief. 

The Cuairman: Would you make a motion, Mr. Croll? 

Mr. Croutu: We are not going to start arguing. As I say again, it just seems 
to me in the two hours that we have here with this very important witness there 
are certain things that appear to me to be important and others that are perhaps 
less important and I have two or three questions that I have aeee down and 
I wanted, if possible, to get an answer to them. | 

The Cuatrman: Could I try to conciliate the two opposite views starting — 
on table 1, and, if necessary cutting down the discussion on the subjects that 
seem to be of less interest. How would that suit the members of the committee? 

Mr. Crotu: Were you in the House yesterday when the Speaker conciliated — 
between Mr. Gillis and Mr. Stewart? It sounds like that kind of a conciliation; 
he smacked them both down. 

Mr. Fuemine: Are you on table 1? 

The CHAIRMAN: Yes. 

Mr. Fieminc: I have one question on table No. ie Mr. Sharp, the second — 
part of the table indicates that if you are permitting return of premiums where ~ 
the contributor dies below the age of 65, the cost is less than where you permit — 
no return of premium. I find it hard to understand why that should be so. 

The CHARMAN: That table mentions the benefits, not the contributions. 


The Witness: I think this table indicates the benefits that are available. 


By Mr. Fleming: 


Q. It is not the figure of costs——A. No, they are all figures of benefits. 4 
Q. That expression “with return of premiums” bothers me.—A. The return — 
of premiums refers to the return of the premiums paid by the insured. 


The CuHarrMAN: Any other questions on table 1. 


By Mr. Benidickson: 


Q. Could we have an explanation of this mortality table reference, mortality — 
of annuitants, 1900-1920?—A. I may answer that by referring to page 2 of the 
memorandum. “You will notice at the bottom of the large paragraph, the 
sentence: . 

Until experience is gained after the introduction of universal old age 
pensions the choice of a mortality table is difficult, but the one used in these — 
calculations should not be greatly out of line with the mortality to Oe 
experienced over the next few years. 3 


We did, for the purposes of those calculations, use the same mortality 
table as was used for Canadian government annuities. I was looking at the 
evidence presented by Mr. Anderson and these mortality rates fall me 
between the two tables that he presented. | 

Q. I was just wondering about it in view of the evidence we had aboul 
the increase in longevity—A. These have been checked, I am given to under 
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stand, by a foremost American actuary who found they were reasonable for 
; Canadian conditions and present circumstances. 
: Mr. Cannon: I would like an explanation of the table, “Showing monthly 
pension which can be purchased beginning at age 65.” Is that a monthly 
_ premium or an annual premium? 
The Witness: A monthly premium. 
} The CuHarrman: Any other questions on table II? 


Table ILI. 


Mr. Fiemtne: On table III, I gather that this provides only for those 
who contribute? 

The Wirnsss: That is right. Those are the rates as you can see from the 
- second part of the table with return of premiums, th'at would be quoted to you 
if you bought a Canadian government annuity. In other words these are the 
costs taking into account these factors: three per cent interest, no loading 
for administrative costs, and basing it on the mortality tables we used. 

These tables are put in here because I think they do give the committee 
some idea of what the approximate cost would be if they were considering 
a deferred equity system of financing. They are not necessarily the rates that 
would be charged because you might divide the payments between the employer 
and employee, you might have a government subsidy and so on, but these are 
the costs assuming these factors. 
The CuHatrMaAn: Table IV: “Yields of existing taxes.” 


Mr. Crouu: Mr. Chairman, would you permit me to ask what is an obvious 
question on table IV and then I want to relate it to table XI because that is the 
only reason I am asking the question. 

The CuHairmMaNn: I will give you some latitude, Mr. Croll. 


By Mr. Croll: 


Q. Mr. Sharp, can you tell us what one per cent on the income tax will 

bring in from individual corporations, and succession duty taxes?—A. Well, 

perhaps, Mr. Chairman, I can answer Mr. Croll’s question this way: if you 

look at table VII, you will see there the yield of a one per cent tax on personal 

‘income, and in the note— 

i): "Where?—A. At table VII page 9. —and in the note you will see that 

we used as a round figure of personal income a figure of $10 billion. That 

gives $100 million with perfect collection at a one per cent rate. If you look 

also at tables IX and X you will see a figure for a corporate income of $1,850 

million. By adding these two figures together you will get approximately — 

Q. What two figures?—A. $10 billion and $1,850 million. $11,850,000,000 

D of personal and corporate income. Now, I do not understand the reference 

% to succession duties that is made there. 

my Q. I do not care about that, leave succession duties out of it—A. Now, 

_ that is the figure you are looking for. You can calculate any percentage you 

like on that. ; 

$ Q. I see, all right. Let me just follow that up by asking this question? 
Mr. Cannon: Is that $11 billion or what? 

a Mr. Crouu: Let us call it $12 billion. 

q The Witness: The figure I was referring to was the total. 

Mr. Cannon: Could it be $11 billion on page 9, or $1 billion? 

. The Cuatrman: No, no, it is the addition of the fenirs on table VII which 

Sire 3 is $10 billion plus ‘the figure in table IX $1,850 million. 

- The Wrrness: I am very sorry Mr. Chairman, I made an error in putting 

those figures down. You cannot add these figures together, you have to take 

63095—2 
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off the dividends that form part of personal income. There is a duplicating 
figure there in the amount of the dividends. I can give you that approximately. 
The amount of dividends paid out was about $600 million to $625 million so 


in round figures it was $600 million, say. 


By Mr. Croll: 

Q. That leaves us $11,200,000,000?—A. That is right. 

Q. And now, in table XI you say that one per cent on wages and salaries 
will bring in $73 million, is that correct?—A. That 1s right. 

Q. Now, my question to you is—and you do the best you can with it, will 
you?—can you give this committee any enlightenment as to the effect upon the 
cost of living between a tax upon wages and salaries, a percentage tax, and a 
similar tax upon income—take two per cent, three per cent, four per cent or 
anything you like? What I am trying to get at is the effect upon the cost of 
living—A. I think it is pretty clear that a tax on wages and salaries would 
have a very direct effect on cost of production. I would think if there were a 
payroll tax, paid by the employer, the tendency would be for it to be passed on 
in prices almost immediately. There would be certain deterring factors and 
this is one of the difficulties of payroll taxes: if they do not apply on imports, 
you put the local producer at some handicap compared with his competitors 
abroad. Similarly with respect to exports you have the effect of handicapping 
him in the export markets because it adds to the cost of production. However, 
I would think, in general, a payroll tax would tend to be passed on to the con- 
sumer and in that way it would have a direct effect on prices. It would not, of 
course, apply to everything purchased, it would only apply to goods and services 
that were taxed. It would not apply to rents except in so far as they reflect the 
higher cost of construction in houses. The tax on incomes cannot be passed 
along so readily. I do not want to get into a discussion of the incidence of 
income taxes, that is a complex matter, but in general you cannot pass along a 
tax on your income to anyone else except after a considerable period of time. 
It may hamper initiative but it has no direct or immediate effect. A corporation 
that is taxed on its income is still anxious to earn as much as possible even 
though its income is taxed. It does not necessarily raise its price because its 
income tax is higher. I would say the answer to that is that the direct and 
immediate effect of the tax on payrolls is greater with respect to the cost of 
living than a tax on income. 

Q. May I ask you one more question? Will you give us your opinion on the 


incidence and fairness and the importance as between a flat tax and a graduated — 


tax? Will you compare those two for me?—A. May I ask a question of Mr. Croll, 
Mr. Chairman? | 

The CHarRMAN: Yes. 

The Wirness: For what purpose is the tax? 

Mr. Crouu: Income tax, I am talking about income tax. 

The Witness: For what purpose are you raising the tax? 

Mr. Crouu: For social security. 

The Wrrnsss: For old age pensions? 


By Mr. Croll: 
_ Q. That is all we are talking about. We are not raising the salaries: 
in the Finance Department, so do not worry about that.—A. I listened to 
Mr. Anderson’s evidence last week when he was asked the same question and he 
made the point that it partly depended on what you are raising the money for. 


That is why I asked you to clarify it. You were not asking me which kind of 


tax I hked best. 


« 
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Q. Take a minute to talk about those two taxes. I think: the matter of 

these two taxes is something which the committee will have to discuss sooner 

or later, and then discuss it with relation to this particular subject. Give us 

the benefit of your knowledge——A. As between a proportional and a graduated 
tax upon income? | 

1 Q. Yes.—A. It is such a broad subject that I hardly know where to begin, 


Mr. Chairman. If you look upon a tax from the point of view of its effect 
upon distribution, I mean the re-distribution of income, if you look upon a 
tax as an instrument for that purpose, it is quite clear that a graduated tax 
is much more effective than a proportional one. Also, if you are looking at 
the effect of the tax upon spending and saving, a graduated tax presumably 
would have less effect upon spending than would a proportional tax, because 
under present. circumstances, with differences of income as they are, there is a 
; tendency for people with lower incomes to spend more of their income than 
_ those at the top of the scale. Those at the top tend to save more. So a pro- 
portional tax has a more immediate effect upon spending than does a graduated 
tax, assuming the total take of the two taxes to be the same. 
: I think that those are the two main points I wanted to make. When you 
come down to the question of putting on taxes for old age pensions, the question 
arises as to the fairness of the tax for this purpose. If you are providing a flat- 
rate benefit, the question one must ask himself is how much more should an 
individual pay by way of taxes than is sufficient. to buy himself a pension of that 
amount. That seems to me to be one of the relevant questions. That question 
does not arise so sharply if you have a means test pension, because that is paid to 
people who, by definition, are unable to provide for themselves. It is a tax upon 
the rest of the population and you distribute it as you see fit. 
a If it is universally paid to everyone, then the question arises as to whether 
you should put a very high tax on anyone in order to provide a flat-rate pension. 
~ ‘That is why I raised the question of what the purpose of the tax was. There may 
be other questions arising out of what I have said, and I would be glad to explain. 
- But those are the comments I wanted to make. 


" 
a By Mr. Fleming: 


& Q. In other words it is a question of policy, and of what you are trying to 
e accomplish?—A. Yes, you must look at what you are trying to do. 
e 


4 


-.. By Mr. Knowles: ) 
Q. It is also a question of any distinction you might or might not make 


between society’s obligation to provide for national defence on the one hand 
and to provide for social security on the other. One philosophy might take one 
approach and the other philosophy might take another approach.—A. I quite 
agree. ‘ 

» By Mr. Croll: 

= _Q. The situation, Mr. Sharp, that we have met time and again—and your 
3 department has made it:—is that an income tax is a method of redistribution of 


z wealth.—A. It is. | 
ie Q. And in that you use a graduated tax.—A. Yes. And I should have added 
that there are limitations on the amount of graduation that you might have 
imposed. For example, take the effect it would have upon incentive. I think that 
-was brought out during the war when, even with our best efforts, we never raised 


aie 

- ; 

i. ‘more than 50 per cent of the cost of the war by taxation. 7 

& Q. Do you remember the brief of the underwriters who suggested a maximum 
_ amount? ag | 
The CuarrMAN: A ceiling... 
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By Mr. Croll: : iy 

Q. A ceiling. What are your views on that?—A. That is relevant to the 
question of the fairness of the tax. Is it right to tax a man far more than the 
amount which would enable him to buy a pension of that amount? 

Q. But is not that the principle which we follow in taxation? For instance, 
take the man who has six children and the man who has no children. Do they 
not both pay the same amount of income tax?—-A. No. They do not pay the 
same amount of income tax. 

Q. No. One gets some exemption with respect to the other. 


By Mr. Knowles: 


@. Take the case of a man who has no children but is in the same bracket 
as the man with six children. The first man will pay more for national defence? 
—A. Yes. 


By Mr. Fleming: , | 
q. If you consider school taxes you get into the realm of provincial taxes, 
where there is a very different tax base, and it is hard to compare them.—A. Yes. 


s Sy 
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By Mr. Knowles: 


Q. I mentioned national defence because we are talking about something 
which is in the same field—lI mean the federal field—old age security. And as I 
see it, there is just as much obligation upon our economic structure and upon 
society to provide social security as there is to provide national security. Is there 
not ground for arguing that the basis for collecting the tax for those two things 
should be the same? . 

Q. Thank you.—A. It depends on what your definition of “minimum” is. 

Q. I think you and I could get together on that. 


Mr. Crouiu: Yes, but upon your terms. 7 


Mr. Fiemine: The lion and the lamb lying down side by side, only the 
Jamb is inside the lion. 


Mr. Knowxes: We both come from Winnipeg you know! 


So ee ee ee ee 


By the Chairman: 


@. Don’t you believe there is even more to be said in favour of the propor- 
tional tax if there is a system of recovering the amount of benefits to be paid — 
to people over a certain age through income tax?—A. Yes. You are really 
doubling the burden on a wealthy old man, in not only requiring him to pay _ 
contributions at a very high rate during his lifetime, but also in taking away 
from him the benefits at the end of his life. 


Mr. Croti: You punish him for having provided in his younger days for | 
other people. 


By Mr. Knowles: 


Q. I noticed, Mr. Sharp, that you refer to graduated income tax almost 
exclusively as a means of redistributing wealth. Might it not be also described 
as a means of distributing the burden of national expenditures?—A. Perhaps — 
you would be good enough to clarify your question? a 

. I am thinking of national defence. The taxes which we pay for national 
defence are hardly a redistribution of wealth. They represent the distribution 
of the cost of national defence according to the ability of the people to pay.— g 
A. A proportional tax is proportional to your wealth. We were talking about — 
the difference between a proportional tax and a graduated tax. With a propor- — 
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i _ tional tax the wealthy man pays more than the poor man. The subsken we 
were talking about was: What are the relative merits of the two approaches? 
I think it is probably true to say that in a sense the wealthy man benefits 
more from national defence than does the poor man because the wealthy man 
has more to protect. 


Mr. Crotu: That is a good answer. And if you follow on, does not the 
wealthy man always pay more? I mean under ordinary times, does he not 
__ always pay more because he has it? Does it not follow? 


Mr. MacnauGcuton: Because he has it or because he creates it? 


By Mr. Croll: 


Q. I am not so sure about the creating, but because he has it to pay.— 
_A. He does because it is relatively easier to collect. 

Q. Then we should not be far wrong, it seems to me, if we followed the same ~ 
principle with respect to social security. We would be following pretty well the 
laid-down principle of any governmental taxation. 


Mr. Benipickson: There is no question there. Mr. Chairman, this is a 
different class of witness than we have been hearing before, and I think we 
should be very careful in asking him questions. I think we should refrain from 
asking him for views, and that we should try to ask him to give economic and 
_ taxation principles. 


Mr. Knowtss: Might I ask Mr. Sharp if he regards it as a sound principle 
to go in for a graduated tax for the provision of a minimum of oe age security? 


Mr. Fuemine: What is the minimum? 


By Mr. Knowles: 


Q. I am sticking with Mr. Benidickson and his principles—A. I think I 
can say as a fact that we now provide old age pensions out of our taxation system, 
Booart of which is graduated and part of which is not. You have a choice here of 
how you want to raise the money. You have now a system of taxation which 
is progressive. All you do when you add new taxes is to modify the incidence 
of all the taxes. You are not starting de novo and having only one tax. We 
now have a series of taxes running all the way from a sales tax up to a graduated 
- Income tax. 

Q. Whatever aditional tax may be added as a result, that tax only modifies 


7 


By Mr. Ferrie: 
Q. What about an income tax or a sales tax?—A. I do not know whether 
b they fall into the category of one of these questions which Mr. Benidickson 
_ thinks I should not answer. I do not think I should be expected to say what 
I think about those kind of questions. I am, however, quite willing to answer. 
Perhaps the question could be put in some other way. 


By Mr. Fleming: 


Q. One witness last week, in touching upon this question of preference for 
‘raising money to meet old age pension needs out of the kind of taxation we 
have now as against a direct tax, referred to those who prefer a direct tax as 
% being juvenile in their approach to this question. Have you any comment to 
make on that preference?—A. The man who made it is a very good friend of 
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Q. Yes, and he is a very good friend of mine too. I want him to hear your 
answer.—A. I did make a comment which was perhaps not quite on the point 
in my prefatory notes when I said, at the bottom of page 1: | 

The fundamental characteristic of a ‘pay-as-you-go’ system is that 
those who are working pay the cost of providing pensions for those who 
have retired. The financing of a ‘pay-as-you-go’ system is a matter of 
distributing the current cost of pensions over the population inwhat is | 
considered to be a proper way. In other words, it is essentially a revenue 
problem, even though the scheme may be ‘contributory’ in the sense that 
it is paid for in whole or in part by a special levy or contribution. 


As a matter of fact, when I was drafting that, I had in mind just the sort 
of consideration which was in Mr. Davis’ mind and that is: what you are to 
look at is the total cost of the system, and the proper way of distributing the 
burden over the population. | 

If you ear-mark some part of the tax, I think it has what Mr. Davis called 
a psychological or political value. It isolates that particular cost and shows it 
in its relation to the individual taxpayer in a more direct way than merely 
adding something to the income tax or adding something to the sales tax or 
adding something to the corporation tax. I do not want to comment on the 
particular words that he used, but I think that such ear-marked taxes are meant 
to have an instructional value. 

Q. You do see some value in that?—A. I do, yes. 


By Hon. Mrs. Fallis: 

Q. How would you suggest that we collect the tax from people who have 
never paid income tax, if it is to be a direct levy?—A. If -you will look at my 
table 7 on page 9 of this memorandum, you will see a note put in which reads: 
“assuming perfect collection”. | 

I thought it well to indicate some of the difficulties that would arise if an 
attempt were made to collect a levy on all forms of personal income; and — 
I picked out some of the implications. You would have to tax earnings of 
messenger boys, casual earnings and minor investment receipts of housewives 
who are now exempt; the value of farm products consumed. by subsistence 
farmers who have little cash income; small earnings derived from the letting 
of rooms and taking in of boarders; income from spare-time work of wage and 
salary earners, and so forth. We in the department feel that it would be an 
enormous task. : 

Q. It would be impossible, in other words?—A. I hesitate to say that, but 
I think it would be an enormously costly tax. | 

The CuHarrMAN: That is a very good reason for having exemption levels out 
of any social security tax, exen though the levels be lower than the present 
income tax levels. 


By Hon. Mrs. Fallis: - a 
Q. I think they would have to be—A. I do not know about that, it depends _ 
on what the purpose of the tax is. “ 
The CHAIRMAN: For old age security purposes? 3 4 
The Wrrness: Administratively, it is most desirable to avoid these problems; — 
although it may be desirable to try to collect it on every dollar of income. 


By Hon. Mrs. Fallis: 


Q. I think it is desirable, but I cannot see how one would go about it to. 
force these people to pay. . 


Hon. Mr. Farquuar: Possibly quite a few pay through the tax on alcoholic — 
beverages. ‘e 
Mr. Fuemine: Before you leave table 7, Mr. Chairman— 


¥ 
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| The CHarrmMan: Go on, Mr. Fleming. I thought that may be the members 
_ would have more questions to ask on table 4. We were on table 4 but of course 
q - J am in the hands of the committee; and if the committee wishes that questions 
be put on any table, I am prepared to let it go that way. 
Mr. Fiemine: Go ahead and call them, Mr. Chairman. I am quite prepared 
to wait until you call table 7. 
’ The CuarrMAN: Please, go on, Mr. Fleming. 
i 
eh 


By Mr. Fleming: 
Q. On table 7, Mr. Sharp, you have given us a maximum of $50 and a 
maximum of $25. What period would that cover?—A. That is in a year. 
Q. $50 in a year as a maximum?—A. Yes. 
f Q. Have you got calculations for a higher maximum contribution?—A. The 
‘ reason I put $50 and $25 as maxima was because I used a 1 per cent tax. If_ 
you talk about a tax of 2 per cent or 3 per cent, it is necessary to raise those 
3 maxima correspondingly in order to get a multiple of the figures shown in the 
_ table. For example, supposing you were trying to calculate the yield of a 2 per 
‘ cent tax on all personal income with a $100 maximum you would look at the 
: figure under the $50 maximum and you would multiply that by two. If you 
wanted to get the 2 per cent tax with a maximum $50 you would look at the 
figure under the $25 and you would multiply that by two. In each the maximum 
: would be increased proportionately. 
; Q. It is done as simply as that?—A. That is right, and that is the reason 
I put these low maximum figures in. 
Q. And I presume you would do the same with regard to the various bases 
under the first column?—A. Yes. 
Q. For this purpose do you include the usual deductible exemptions which 
apply under income tax?—A. For this purpose we allow, for instance such things 
as medical expenses and pension contributions into an approved pension plan 
and all similar exemptions which are now allowed under the income tax, but not 
the exemption for children or marital status at all. 
q Q. Then we have to raise, for the purposes of this table, the deductible 
exemption made from $750 or $1,000 in the first half of this?—A. It would be 
impossible to do that without a recalculation of the results. 
~~ Q. Have you estimates made of those?—-A. No I just did the calculations 
there for the $250 and the $500. That is why I said at the outset that I would 
be very glad to have any further calculations done. 
5 Q. Personnally I would like to see the probable figures of the deductible 
~ exemptions for $750 and $1,000. I think the latter one would be a good example; 
and then, under exclusions, could you make calculations over the same spread 
of calculations, taking the exclusions on $500, on $750, on $1,000—and would 
you also care to make the calculations with regard to the $1,250? Or, you did 
not make one for the $250 comparable to the deductible exemption—it might 
be worth while to have that—A. If you will look at the figures, Mr. Fleming, 
~ you will see a note there that exclusion means persons with incomes equal to 


or less than $500. The percentage of reduction is very small. 
__ Q. This is based on deductible exemptions and the other is based on exclu- 


sions. Have you any preference to express from. an administrative point of 
-_ view in respect to the collection or the administering of it for tax purposes?— 


A. With respect to the exclusions you have a notch problem which means that at 
__ the exclusion level you tax every dollar of income. There is no incentive to 


anybody to earn a dollar more until they get up above the notch. You may also 


* 
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have to put in a variation to collect only a proportion of the tax or something 
like that. That is the notch probiem. An exclusion also means that there is a 
tremendous incentive to keep just under the exclusion level, because there is no 
tax until you get above that and then there 1s a tax upon all your income. 

Q. You add that in connection with the earnings of married women?— 
A. That is right. ; 

Q. You would say then that in your view the basis of deductible exemption 
is fairer to the taxpayer and administratively much more practicable than the 
exclusion method?—A. I think—that is my personal opinion, I would hesitate 
to say that it is departmental opinion—but it is my personal opinion. 

The CuatrMAN: Can you give us the same figures for all income less the 
deductible exemption of $500 for single persons and $1,000 for married persons. 

Mr. Crouu: Why have it on the $250 the $500 and the $1,000, could we have 
it for the $1,250 and the $1,500 for married people? 

~ The CHairMAN: I said $500 and $1,000. 

Mr. Crouu: Yes, and $1,250. 

The CHarrMAN: And how much for single pecple? 

Mr. Crouu: I am leaving the single people alone, I am talking about the 
married people now, the’ $1,250. 

The CuairMan: Instead of $1,000? 

Mr. Crouu: Yes. 

The CHAIRMAN: I see. 

Mr. Fuemine: As I understood it this statement was.based on married 
people— : 

The CHAIRMAN: Yes, would you let me finish my question, Mr. Fleming? 

Mr. Fiemine: I am sorry. 

The CuHatrMan: I asked for the figures for $500 single and $1,000 married, 


Mr. Croll wants the answer for $1,250 married, and the $100 per child. That is — 


the first question. The second question is, under the exclusion method— 


The Wirness: Those figures you have been giving me relate to the deductible 4 


exemptions ? . 

The ‘CHAIRMAN: Yes. Now, I want the same for exclusions. Could you 
supply us with that information? 

The Witness: It would take a matter of days. 


The CHAIRMAN: Oh yes, I know, but you are coming back next week, 
Mr. Sharp. . 


Mr. Fiemina: You said $500 and $1,000, were you thinking of $500 single | 


and $1,000 married? 


The CHAIRMAN: Yes, and with that the $1,250 for married people as asked 
for by Mr. Croll. 


Mr. Crouu: I said $750 single and $1,250 married. 


Mr. Fuemine: And also the figure for the $750 and the married people, $1,500. 3 
Mr. Knowtes: Are you asking for it both on the deductible and on the — 


exclusions? 


The CHAIRMAN: Yes, I want to know what it is on the $500 and on the ¥ 
$1,000—that is $500 single and $1,000 married under both systems; and, second, ~ 


on the $750 single and the $1,250 married under both headings. 


Mr. Crotu: That is right. . s 
The Cuairman: And my third point in both instances was to add the $100 . 


rt 


per child. 
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Mr. Fiemine: Would you add to that the $750 single and the $1,500 married? 
The CHarrRMAN: I believe Mr. Sharp has it all; we want the whole of it. 

Mr. Fuemine: There is a lot of arithmetic to be done there, Mr. Chairman. 
Mr. KNow.es: May I ask Mr. Sharp a question about this table on page 9? 
On a first look at it I am a little amazed at the difference there is there between 
the figure for all income less the deductible exemption of $500—$74-3 million 
and the next figure of income exclusion of $500 gives you $98 million. I take it 
that that is because a person with an income of $600 in the first case would simply 
be paying 1 per cent on $100. | 
Mr. Crouu: No, no. 

The Witness: That is right, in the first case, you deduct the exemption. 


By Mr. Knowles: 


Q. And in the second case it would be 1 per cent of the total $600, or is the ~ 
percentage based on the amount above $500? Now, the difference between the 
$74 million and the $98 million might be just at that lower level, or is it meant 
to be right across the board?—-A. The reason for the relatively small result for 
the exclusion of the $500 is a reflection of the fact that practically all people in 
the country earn more than $500 a year. All that you would get below the $500 
_' is a relatively small group of people who are not fully employed, and you get 
_ ‘messenger boys and classifications of that kind earning less than $500, and it is 
very difficult to find out very much about their income. You will see that that 
suggests the total income to be expected from all the people who earn less than 
$500 a year would be only about $200 million out of a personal income of 
some $10 billion. : 
— _-Q. $200 million out of—what amount did you say?—A. $10 billion, and I am 
inclined to think after going through these figures that the $98 million or the 
_ 98 per cent figure might in fact be exaggerating the importance of the imcomes 
under $500. That is the attitude I take towards that figure as a statistician. It 
_ probably overstates the loss resulting from the exclusion. 
¢ The CuHairMAN: So it would be on the low side? 
The Witness: That is right, the 98 per cent would be on the low side. 
Mr. Knowtegs: Then the figure of $3 million with the exclusion of the $500, 
and the $750, is due to the fact that there are not very many incomes earned on 
that basis? 
The Witness: That is right. 

The CHarrMAN: Then when you get to an exemption of $1,250 and $100 per 
child, you run into a loss. 
The Wirness: Yes, a very heavy loss. 


By Mr. Fleming: 


Q. On table VIII, page 11, Mr: Sharp, where you have taken these average 
percentages and say that the sales tax yield at 1 per cent is $50 million, have 
you taken into account anwhere the fact that with the raising of the tax you will 
actually reduce production and consumption and in that way run into diminishing 
returns on your tax?—A. That is the reason I put in at the top of that 
table “assuming no change in levels of consumption.” 

“Se Q. How far do you think you can go in making that assumption?—A. Cer- 
= tainly not to an unlimited extent. I would not be prepared to say how far. 

: Mr. Crotu: And that would no doubt be somewhat comparable to the 
situation in the provinces where that sort of a tax has been tried. 

~The Wiryess: Part of the answer lies in the taxes which have been put on 
by certain of the provinces, but it is hard to say Just how far one could go. 


\ 
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Mr. Crotu: There are one or two questions we would like to have you 
discuss. You see, we are taking advantage of your position here to ask an 
expression from you of your own personal opinion on this matter of sales tax as 
compared to other taxes. You must have some opinion on that subject, and it 
would be of assistance to this committee if we could have the benefit of an 
expression of your views. © 

The Wrrness: I might amplify by referring to table VIII. One interesting 
thing about this table is that it relates to your question on the impact of the 
sales tax, particularly the fact that it misses a wide range of consumable articles. 
For instance, if you will look at the page which follows the table you will see 
that there are six major categories of goods not presently ‘subject to the sales 
tax. The volume of sales under that heading amounting to $1,480 million would 
produce a considerable return. With regard to food stuffs, only a few items are 
now taxed, we do not tax fuel, and there are a great number of other commodities 
to which the tax does not apply. So you see that the sales tax is not by any 
means 2 universal tax on consumption, or spending. 

Mr. Furmine: I think in making that comment you have in mind what 
Mr. Anderson said last Friday about putting a tax on consumption— 

The Wirness: Yes, 1 know that Mr. Anderson made some comment on it 
when he was before the committee and he said he thought—I can’t recall his 
exact words—that the present sales tax was something in the nature of being a 
proportionate tax on income in its general effect. Whether that is true or not— 
T am not as confident as Mr. Anderson—whether that is so or not, 1 do agree 
that it is not as regressive as some people think it is. | 

Mr. Crouu: Would you give that as your opinion? 

The Wirness: Yes. It seems to me there are some interesting observations 
to make in comparing a sales tax with a payroll tax. A payroll tax differs from 
even a universal sales tax in several respects. A payroll tax does differentiate 
between employers as between those who have relatively high labour content 
and those that have a relatively high capital content. It imposes a relatively 
heavier burden on employers with a high labour content. There are some other 
interesting differences. Since the payroll tax is placed on all exports, it enters 
into the cost of producing goods for export. The sales tax is rebated. Now, 
a sales tax may have some effect on increasing the cost of living internally, thus 
affecting the wage rates, but it does not have the same direct effect a payroll 
tax has. Similarly, on imports, you can tax imported goods by a sales tax 
whereas you cannot tax them by a payroll tax, unless you have a compensating — 
tax to offset the payroll tax. The reason that I made the comment at the | 
beginning about the sales tax really was to explain in reply to Mr. Croll that | 
it depends on what kind of a sales tax you are talking about. If you are talking _ 
about a sales tax of universal application, the comparison between that and the — 
income tax is one thing. If you are talking about the difference between the 
sales tax as we have it today and the income tax—it is not a question of — 
comparing a regressive tax with a progressive tax. ; 

Mr. Crotu: You spoke about a universal tax, I take it you had in mind a We 
tax which would cover the full range of commodities to which you made — 
reference a moment ago? 

. The Wrrness: Yes. - 

Mr. Crotut: That is not what I had in mind. What I had in mind was ~ 
to compare that with our sales tax as it exists at the present time. " 


The Wrrness: Well, the other comment—I do not like to be drawn too © 
far into this discussion because these are largely matters of policy—however, 
I think if you are looking for a tax that can be collected from everyone you — 
certainly can collect it more efficiently with a sales tax. The question is to — 
decide whether that is the fair way to collect it; and that again raises the a 
question of what the incidence of the tax is on the public at large. BY 
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3 Mr. Crotu: That is what I am asking you, what you say would be a fair 
tax. You have this tax problem constantly before you and you see this problem 
arising constantly every year or every couple of years. Now, give us some 
enlightenment on this business. Can you tell us why so many people object to 
the sales tax; is it because it is wrong; is it because of the method of collection? 
If you feel any embarrassment don’t answer. We are just trying to get 
information. . 
The Witness: I find that question very difficult to answer, Mr. Chairman. 
Mr.Latne: Would Mr. Sharp have before him the answers to the questions 
that were asked him? 
The CuHarrMAN: Would you let him finish this first and then I will give 
you the floor? 
The Wrrnsess: Taxes are not only economic questions but political ques- 
tions as well, and I think you should not ask me to answer political questions. 
Mr. Crow: That is all right. Don’t answer it. 
The Witness: I do not think that I should be drawn into an argument of 
that kind, if you don’t mind. . 


ee eee ST a ee 


er 
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By Mr. Ferne: 
Q. I wonder if Mr. Sharp has the figures on the difference between the 
exemptions from the sales tax and the commodities not exempt from the sales 


_ tax?—A. I didn’t cover that here. - | 
Q. Can you give us the exact amount of the difference between the com- 


modities exempted and those that are covered?—-A. That would involve a 
considerable amount of additional work. 

The CHamrMAN: If you were to take the figures in your memorandum 
that would give you the approximate figure. Commodities to the value of 
5 billion are taxed, and to the value of 3-8 billion are tax free. 


The Wirness: That is right. 
The CuHamman: That is a quick calculation, but it gives you about the 
amount of 8-8 billion. | 


ee ee a 


By Mr. Fleming: 

Q. Mr. Sharp, may I ask you to compare from the point of view of yields 
and administrative ease the two kinds of sales tax, the one on the manu- 
 facturers’ level like the one we have now and the other like the one at the 
retail level such as the luxury tax that was in effect up till a couple of 
years ago?—A. Well, I am not a tax collector, Mr. Chairman, I am in the 
_ Department of Finance where we are concerned with policy matters but I am 

told by those who administer these taxes that they find the retail tax very 
cumbersome and very difficult’ to administer. : 

Q. That probably is illustrated by the fact that that particular tax was 

eliminated for one at the manufacturers’ level?—A. That is true. 
: Q. How do you relate that to the view you expressed earlier about the 
- desirability of consciousness on the part of the contributor of the fact that he is 
_ making contributions?—A. I suppose it rather refutes the earlier statement I 
- made in the sense that in this case the administrative efficiency overrode the 
other considerations. However, it does seem to me in dealing with social 
security matters you have a_ particular benefit that can be related to the 
particular tax. When we had these particular taxes on luxuries and so on, 
it was for general revenue for war purposes, and it was not nearly so important 
at that time to relate any particular benefits to any particular tax. As a matter 
of fact there was no point to it. It was a problem of vetting as large a revenue 
as possible without interfering with the incentive and in such a way as to 
Brent the general economy. 
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Mr. Benwicxson: In fact, you were pleased if it decreased the production 
in those years. : | 

The Witness: Yes, quite. ° 

By Mr. Fleming: 

Q. I did not quite follow what you meant when you spoke about relating 
the particular tax to the benefit. How is that related to our problem, in your — 
mind?—A. The particular question you asked me was did it seem that since ~ 
we had reverted from a tax at the retail level to one at the manufacturer’s level, 
we preferred a tax at that level. In fact we did not think there was very much 
point in having the consumer conscious of the tax he was paying. It was during 
war time and it was necessary to raise the revenue in the best way possible. 

@. You do not want to comment on the subject of a tax at the retail level ° 
beyond what you have made?—A. No, I think the Dominion government’ 
found those taxes rather inefficient and cumbersome and prefers, if there are 
going to be taxes on consumers to put them on at the manufacturers’ level. 

@. You no doubt have studied the problem and the mark-ups that go on 
the tax when it is imposed at the manufacturers’ level and is paid by the con- 
sumer as a good deal more than the tax that the government collects from the. ~ 
manufacturer?—A. Yes, I am aware of that. 

The CuarrMAN: Is this marking up as true you think it is in a com- 
petitive market? 

The Wirness: I do not know the degree of importance Mr. Fleming ~ 
attaches to it. 


By Mr. Fleming: ‘ 


@. In the ordinary course when you impose a sales tax on the manu- 
facturer it is passed on to the wholesaler. He has a mark-up rate of 20 per — 
cent so his mark-up will contain a 20 per cent increase on the 8 per cent sales 
tax that he already has paid. Now, the wholesale passes that directly to the — 
retailer in his price and when the retailer gets that he puts on it his mark-up 
rate of 50 per cent which is calculated not only on the cost of the goods — 
but is also calculated on the 8 per cent sales tax plus 20 per cent, plus 50 
per cent mark-up. 

Mr. MacNavueuton: Only you can understand that, Mr. Fleming? 


ire ae CHAIRMAN: I understand, Mr. Fleming, that in a competitive market 
this marking up is not as important as it seems by the lot of figures that we _ 
have had right now from you. 7 


Mr, Crotu: Mr. Chairman, we are getting at ways on how to find taxes. ¥ 
for social security. 


The CuarrMAn: Would you care to comment, Mr. Sharp? 


_ ‘The Wrrvzss: The only comment I would like to make is that competi- , 
tion must limit that kind of thing. I am not an expert but surely there is — 
competition between these merchants and it is not possible for the manu- 
facturer and the wholesaler to do just what ever he chooses. I do not know — 
how much it adds to the cost to the consumer. I have no idea. I have 
never seen any studies that convinced me one way or the other. - 
The CHAIRMAN: We must be very careful about making straight additions 
and multiplications as you did, Mr. Fleming.  . 
Mr. Fieminc: The witness asked me for an indication of what I meant, 
and I gave him the best example I could think of in an actual case. fy 
Mr. Suaw: Mr. Chairman, would Mr. Sharp feel that if the sales tax 
were made to apply on all commodities as suggested here that it would bear 
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- more heavily on the lower income group than upon the higher groups, because 
of the larger proportion of income being spent for such things as fuel and 
food? 
The Wirness: I will just say one thing before I answer that: you use 
the word “suggested”—there are no suggestions here as to taxes that ought to 
be put on. Apart from that I agree with you. 


By Mr. Knowles: 
7 Q. In other words, Mr. Sharp, you defend the sales tax presently in effect 
_ from which $400 million is collected as being not as regressive as some of us 
contend. But if you were to remove the exemptions and gain an additional 
“ $300 million thereby then the sales tax would be regressive-——A. I think you 
could say that. 
— Q. I would say it most definitely. 


By the Chairman: 
a Q. Mr. Sharp, was there not a tax on fuel a few years ago?—A. One of 
our tax division staff is here. Perhaps he could answer that. 
-Q. Mr. Smith, did the sales tax apply to fuel?—A. Yes, it was only recently 
removed from fuel oil, for example. 
x Mr. Larne: I think that was excise. 
Mr. SmirH: The sales tax is an excise tax. 
Mr. Suaw: Didn’t it once apply to electricity. 
M Mr. Smiru: Yes. 
a Mr. Lara: It was not on a percentage basis, it was a gallonage basis, 
is that correct? | 
Mr. Smirn: There was an excise tax on gasoline on a gallonage basis. 


By the Chairman: 

-? Q. Mr. Sharp, what would be the economic effect of putting the sales tax 
on building materials, for instance? I am taking it as an example there.— 
A. One effect certainly would be to increase the cost of construction. 

Q. I know that, but the economic effect?—A. One of the purposes of— 
An Hon. Mremper: We canot hear, Mr. Chairman. ) 

The Witness: You will notice that the sales tax does not apply to any 
_ production goods as such and that is one of the reasons why building material 
is included here; although it is not entirely used for production. | It is partly 
used for house building, and it was taken entirely off of construction materials. 


By! Mre-Crou; 

©  ~Q. Of course, the. first suggestion that we canvassed, the two per cent 
payroll tax, would include everything ——A. Everything. Pore 

~~  Q. As you put it, it is a direct cost on production?—A. That is right. 


q By Mr. Ferre: | 

a Q. Is it possible, Mr. Chairman, to put a tax on straight production ?— 
A. Iam not quite sure what you mean by production, Mr. Ferrie. 

‘ Q. All forms of production—A. You mean of income? 
Q. On the raw material—A. If you mean a tax on all raw materials 
entering into production, what about the labour content and so on, do you 
include that? : . 

~ Q. No, leave that out.—A. You could put such a tax on and it would 
enter into it as an addition to the cost of those articles. 


ye 
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Q. Could you put it on without having it enter into the cost of the 
article?—-A. I cannot think of any way of doing it. A tax on Income might 
be difficult to pass along, but that is not what you have in mind, I guess? 


By the Charman: 

Q. I do not want to make a calculation but what would be the total 
sales price of the goods on which a sales tax applies?—A. About $5 billion. 

'Q. So if the sales tax were applied all across the board it would be on a 
total value.of goods of $8-8 billion?—A. That is right. 

Mr. Ferre: A sales tax across the board is a very vicious tax. 
Mr. Fleming explained just exactly what happens in the case of a sales tax. 
It just keeps rolling on and you do not receive the tax, but what I am trying 
to get at is we in the West have a real tax, it is a tax that goes right to the 
source and costs very very little to collect. It is a tax that is taken from the ~ 
farmer, under the Prairie Farm Assistance Act; one per cent is taken off of ‘his — 
cheque right at the source. If you levied the tax on the actual commodity when 
it is produced you would have a tax that would reach everybody? 

The Cuamman: You are talking about what you would call a production 
tax, Mr. Ferrie? é 


By Mr. Ferre: 
Q. Yes, that is a kind of production tax, but it is to try to get a tax at 
the source that you cannot hand on to somebody else. Would you comment 


on that?—-A. The P.F.A.A. tax. As I recall it, falls on the farmer, it is a ~ 


deduction. from his income. 
Q. Yes, it is a deduction from his income, it is a deduction from his 


cheques, it is not a part of hig income tax. It is deducted from his income — 


right at the source——A. Yes, but it is a tax on his income, and it is on his 
gross income. ; 
Q. But the cannot pass it on to anybody else. It is there and it is paid a 


into the treasury of the country. Now, can you do that on iren ore?—A. Yes, — 


ee that you could, if you wanted to put a tax on the sales of all these - 
hings, 4 

Q. Would that not be a fair tax to all, if it could be applied?—A. I hesitate — 
to say that. As I understood the P.F.A.A. which you have given as an ~ 


illustration, it was intended to be a premium more or less for the insurance ~ 


that is available under the P.F.A.A. 

Q. But it is still fair and just. It is a just tax. You are putting a ~ 
premium on the other stuff for the old age pension, you are giving the people _ 
something that they really and truly buy; but there are so many many people 


that do not contribute anything. The main point is, though, we do not want 


to have a tax so high that it will stop production. 
The CuatrMAN: How would you collect from me on my production as a % 

lawyer? | 

Mr. Ferrie: On your wages. 

The CHAIRMAN: I have no wages. 

Mr. Ferrie: Well, I would leave that to the tax department. 

Mr. Crotu: Who says you are producing, Mr. Chairman? 

The CuairMANn: That is why I said “my production”. 


By Mr. Ashbourne: : 


Q. Mr. Chairman, would Mr. Sharp care to comment upon the imposition — 
of a surtax on customs duties, whether or not it would contravene any of the 
agreements such as the Geneva Agreement, and whether it would be difficult to — 


. 
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administer, to collect?—A. I think Mr. Chairman, that a surtax on existing 
customs levels would be tantamount to an increase in the customs duties. That 
is what you are proposing, I assume? You mean all customs duties would go 
up by x per cent. 

Q. What I mean would be that there would be a surtax which would be 
earmarked as a contribution to old age security and also I asked whether or not. 
it could be collectable without much extra work?—A. Then you would apply a 
surtax on existing customs duties? And then how would you impose a percentage 
tax on local production? 

Q. I cannot say. I am just asking for information what the difference was, 
if you care to comment?—A. I ‘believe it would contravene our trade agreement, 
that is my answer to your first question; secondly, I doubt if it would be a 
fair way to get revenue. That would be a personal comment. 

Q. That would be on customs?—A. Customs. 

Mr. Benrwickson: We would have to just about double our customs duties » 
to get all the money we are looking for. 

Mr. AsHBouRNE: I thought about ten per cent as a surtax. 

The CuarirMAN: Do you have any other questions, Mr. Ashbourne? 

Mr. Asipourne: I was seeking information, because I know in Newfound- 


land particularly during the war we did have surtaxes there and for a while 


they were 74 per cent and then these were eradually reduced. They brought 


in a lot of revenue. 


Mr. Suaw: Mr. Chairman, this information with respect to sales tax is 
extremely interesting and I have been trying to frame a question to direct to 
Mr. Sharp but I still cannot do it and be fair to him, but I am just going to 
say that I am convinced that the Canadian public would resist that method of 


financing very, very strongly. 


The Cuamman: Mr. Shaw, that is your personal opinion and I believe 
sincerely that you should express your opinions when the doors are closed. 
Mr. Suaw: Then I will ask Mr. Sharp this question: does he feel that 
the Canadian public would accept a sales tax based on that entire range of 
commodities even for social security purposes? Now, I had to put my 
question— — 

The Wirness: I think, Mr. Chairman, I will just have to ask the members 
here who are much closer to public opinion than I am what their view would be. 


By the Chairman: 
Q. May I refer you, Mr. Sharp, to page 18, table [X,—would there be a 


difference in the effect on incentive between a surtax and an increase in the 
tax? I am talking about corporate income tax now.—A. No. I think it has a 


slightly different effect. As you know, we now have two rates of tax, we have 
a rate of 10 per cent on the first $10,000 and 33 per cent on the amount over 
and above that, so that a surtax leaves the relation the same, whereas if you 
add a percentage you raise the 10 to I1 nd the 33 to 34 per cent. You would 
alter the reltaionship, I think that is the answer. 

Q. Do you not think that a surtax yielding the same sum as the increase 
in tax I am talking about would have a milder effect against incentive?—A. It 
depends on whose incentive you are talking about, whether it is the big 
corporation or the small one. | 

Q. I am more concerned with the incentive in small corporations than 


in large corporations, and this for obvious reasons that you will appreciate.— 
-°A. I think the increase in rates would have a greater effect than just a percentage 


surcharge. 
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By Mr. Richard: mes 

Q. Have you ever given any consideration to what might be raised by a 
capital gains tax?—-A. No, I have not thought. particularly avon it, not for 
this purpose. 

Q. In the United States they do have a tax lke that; they tax aa 
gains, do they not?—A. Yes. 

Q. How does it compare there with the income tax?—A. I am afraid I have 
not that information available. 


By Mr. Benidickson: 


Q. Has the department any information about capital gains on which they — 


could make calculations?—A. No, we have not. As you know we do not tax 
capital gains here and I think the minister made some reference to that in his 
last budget speech. We certainly have done no studies recently on the question. 

Q. With respect to table No. X, I note it says that each 1 per cent on all 
corporate income would yield $18,500,000. Is that income or is it taxable income 
for a profit?—A. All corporate profits are taxable. These are their profits. 
That is, any company that has losses has no profits and nothing to tax. 

Q. Taxable income?—A. Well, yes, it is the same for a corporation, profits 
are what are taxable. 


By Mr. Laing: 


Q. Mr. Chairman, I think Mr. Sharp has prepared some material. In 
reporting to us again, there is one matter I would like a further report on. I 
would like some information on the loss to the Treasury from payments towards 
pension schemes and deduction from income tax for the private pension schemes, 
currently and for recent years, if that is available, I want to have the extent 
to which the Canadian Treasury is losing out by deduction for income tax 
purposes on all the private pension schemes in Canada, and in addition to that | 
the payments out of the Treasury towards the civil servants’ retirement.— 
A. Would you like that for both companies and individuals? 

(. I do not think it matters how it is broken down: 


Mr. Croix: It does for me; break it down, will you, for both? 

Mr. Laine: Can you give us that for several years back? JI am of the opinion 
that the Canadian taxpayers as a group are already paying very very heavily 
towards retirement schemes for a portion of our people now. I would like to 
know what the sum is. 3 

Mr. Breniwickson: In forsaking taxes? 

Mr. Laine: Yes, and for payments out. 

Mr. Crotu: The payments out are for civil servants. 

The WITNESS: I will get this information, Mr. Chairman. I do want to — 
draw attention to certain published information on the subject: In the taxation 
statistics put out by the Department of National Revenue in 1947 individuals — 
claimed as deductions for pension fund purposes $51 million approximately. 


By Mr. Laing: 


Q. That is individuals alone?——-A. Individuals alone claimed that amount 


of deductions. 


Q. Have you any figures on corporations?—A. I doubt very much whether — 
that would be shown. 


Q. Would you think it would be a less sum or a greater sum? Rois 
The CHAIRMAN: It would be less. sii 
Mr. Crouu: It might be about the same. 
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Mr, Larne: Will you get that? Would it be possible to have it for several 

_ years? | 
- The Wirness: Those statistics have only been prepared in the last few 

_ years, in the last four or five years. 

Mr. Crotu: Will you get the figures for two or three years, Mr. Sharp? 
They are easily available, are they not? 

F The Witness: Most of them are, I think. 


The Cuarrman: The other day, Mr. Sharp, I gave you a series of questions 
which had been asked by Mr. Cannon on the possibility of recovering pension 
payments through income tax if there was a universal pension plan. 


| The Witness: Well, I did a little work on that, Mr. Chairman, and found 
that the available material is very scanty on which to make an estimate. We do 
not ask income tax payers what their ages are. 


By Mr. Benidickson: 


Q. I did not get that remark.—A. We do not ask income tax payers what 
their ages are except those who claim the special exemption which is granted 
to individuals of age 65. The Department of National Revenue and ourselves 
have looked at the returns for the year 1948 and it would appear that the cost 
of that special exemption which is $500 a year, is of the order of $7 million , 
- to $10 million. We are not quite sure. It is very very difficult to know exactly 
- the effect because you have not only to calculate the reduction in taxable income 

of those who are taxable but, also, how many other taxpayers there would have 
been if it had not been for $500 exemption. 

; But as closely as we can figure out, the cost of the special exemption of $500 
is between $7 and $10 million, that was the cost when the basic exemptions 
’ were $750 and $1,500, in 1948. This illustrates how confused this problem is. 
It is not an easy one to get an answer on. That amount is approximately the 
recovery I would imagine that would result from withdrawing the special 
‘exemption, if we were still at those old levels of basic exemptions. Now what 
the effect has been of raising the exemptions to $1,000 and $2,000 and changing 

the rate structure is anybody’s guess. We are hesitant to place at the moment 
‘a figure on the amount of recovery. I have persuaded myself that the amount 
will not be very large. There were in 1948 85,000 taxpayers who claimed this 
special exemption. | 
—-Q. -85,000?—A. 85,000, yes. But this is a question we would like to do a 
little more work on and see if we could arrive at something that would be 
useful to the committee. 


a By Mr. Cannon: 


-  Q. That is not exactly what I asked. Have you a copy of my questions 
before you there?—A. Yes, I have. | 
Q. One thing I asked you was how many taxpayers 70 years old and » 
over are recorded in,the year 1949—if you haven’t got that figure perhaps you | 
could give it to us for 1948—the number taxable $500, $1,000, $1,500 and $2,000 
and over; the idea being to get an idea of how much we could recover if we 
~ said to them that all persons receiving old age pension over 70 having taxable 
incomes over $500 would have to refund $100 of their old age pension. That 
was the idea, that the difference would be recoverable if we put in a provision 
‘of that kind—A. In other words, what you mean by that is there should be 
a means test? 

~ Q. Well, it would not be the kind of means test we have now, but it would 
mean that we would not approve of a person who has $500 of taxable income 
+ 63095—8 
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a being exempt ane getting hb full old ave pension. As You would agree that 
is a means test at a higher level? et . rie a 
Q. Yes, in the higher brackets——A. That is ‘right. i 


The CHairMAN: In other words, if he applies for. the old age pension — 4 
and receives it he has to give it back. 


Mr. Cannon: Yes, he has to give it back. 


The Witness: Well, as I say, we do not know what the age distribution 
of our taxpayers is so we cannot say anything more as to what the effect would _ 
be on age 70. If you were talking about age 65— 


Mr. Cannon: I have a distinct reference there to the 65 group. 


The Wirness: The only thing we have been able to get so far is a 10 per — 
cent sample from one of the tax offices. I have some figures here which indicate _ 
the income distribution of that small sample of taxpayers over 65 in the © 
Toronto district. I think it might be helpful to put this into shape so as to — 
provide the information for the committee in one way or another. It may give — 
you some information that you are looking for. 


Mr, Cannon: Thank you very much. 


Mr. Croutu: Mr. Chairman, there were some questions asked I think by the | 
_ chairman, and other members of the committee, to be answered by Mr. Sharp ~ 
and the Finance department. Are the answers ‘to those questions ready yet? 


The Cuarrman: That is what I was just discussing with Mr. Sharp;. I was q 
asking him when we could expect to obtain the answers. 


Mr. Crouu: Are they not ready yet? 


The CuarrmMAn: You are referring to the questions sien by members of 
the committee? 


Mr. Crouu: Yes, that is what I am talking about. 

The CuatrMan: My understanding is that the replies are not yet ready. 
The Witness: I haven’t even received some of the questions. 

Mr. Croutu: But what about those you have received then? 


The Witness: I received them just within the last two or three days. 
Mr. Crouu: Yes. 


The Witness: We are working on that at the moment, and we would like — 
to make them as useful as we can for the committee. In preparing the - 
answers to those questions I was just going to ask if it would be in order to ~ 
eliminate overlapping as far as possible; for instance, the difference in income 
exemption between $500 and $600 means a great deal of work in calculation. 


Mr. Croutu: Use your own judgment on that. 


The CHatrMANn: Yes. No doubt you have in mind there my figure of $600. 
If you can give the same information with regard to the exemption of $500 
that will suit my purpose just as well. a 
Mr. Crouu: Suppose we leave it to Mr. Sharp to correct some of thesea 
questions so that they can bring us exact, results. 


The Cuatrman: Now, Mrs. Fallis and gentlemen; on Monae we will heat 
Dr. Charlotte Whitton. On Tuesday we will hear most probably officials from 
the Veterans Allowance Board—they should not take much time. Could 
Mr. Sharp be with us around 4.30 that day? 4 


The Wirngss: Yes sir. 
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Biblie hearings and then continue in camera from there on with the assistance i 
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Dr. Davidson, Mr. Sharp and somebody from the Department of woe Ns 
pe rvould, that suit. ‘members of the committee? 


Some Hon. Mempers: Agreed. 
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The CuHarrMAN: It. may be necessary from then on _ that we sit more than 
oon nee a day in camera. 


- Thank you very much Mr. Sharp, we will. see you again soon. 
The committee adjourned. 
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APPENDIX “A” oe 


NORTH AMERICAN LIFE ASSURANCE COMPANY 
Head Office 

Toronto 1, Canada . 

May 22, 1950. 


_JpAN LesAcs, Esq., M.P., 
Joint Chairman, 
Parliamentary Committee on Old Age Security, 
Ottawa, Ont. 


Dear Mr. LESAGE: 


Upon reviewing the evidence of the meeting of your Committee on Friday, . { 


May 19, at which meeting I was the witness, it has appeared to me that in 
certain of the questions and answers there may be some misunderstanding as to 
the exact points involved. I have reference to the discussion in which 
Mr. Knowles took part as to whether proportionate taxes or contributions on 
the one hand, and flat benefits on the other, represent parallel measures in a 
fiscal system, and also to the discussion in which Mr. Shaw took part as to 
whether a tax of the form of our present sales tax is regressive in its effect or not. 


In order to clarify these discussions, may I define the main types of taxation — 


and transfer payment, according to the form of their incidence in relation to | 


the income (or resources or expenditure) of individuals or families. The five 
forms of incidence in the case of taxation are: | . 

1. “Progressive” taxation—By this form of taxation the proportion of tax 
to income (for example) increases as income increases. 

2. “Proportionate” taxation—In this form the tax bears the same proportion 
to income (for example) regardless of the size of income, and hence 
the tax may be regarded as an “impersonal” one in the sense that it 
does not vary if income is received by one person rather than another. 
This method is often called “flat percentage” taxation. 

3. ““Regressive”’ 


of tax to income falls. 


4. “Per capita” taxation—In this form of taxation, which is often called : 
a “poll” tax, the tax is levied independently of the amount of income — 


or other financial items. 


ae “Feudal” taxation—In this form of taxation the tax varies inversely : 
with the income (for example), i.c., the higher the income the lower — 
the tax is in actual dollars.. Fortunately this type of taxation is only ay 


of theoretical significance. 


It will be noted that proportionate taxation (which is the borderline between. 


progressive and regressive taxation) and per capita taxation (which is the 
borderline between regressive and feudal taxation), are much simpler forms — 
than the other three, in the sense that they do not involve the complication | 


of graduation of rates. 


taxation—In this form of taxation the amount of tax — 
Increases as the income (for example) increases, but the proportion | 


4 
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a Turning now to the corresponding forms of transfer payment which parallel 
the five forms of taxation, the descriptions are as follows: 
j 1% “Welfare” or “assistance” payments—In this form there is an inverse 
. relationship between the amount of payment and the amount of income 
(for example) ; that is, the higher the income, the smaller the transfer 
payment would be in actual dollars. 

2. “Flat amount” payments—In this form of transfer payment the rate 
is the same for different persons in a defined category and is inde- 
pendent of income or other factors. 

3. “Rising amount” payments—In this form of transfer payment, the 

- amount is higher where the income (for example) is higher but the 
percentage of income decreases. Social security benefits in the United | 
States and Unemployment Insurance benefits in Canada tend to be of 
this type. . . 

4. “Uniform percentage” payments—In this form of transfer payment, the 
amount of payment is proportionate to the amount of income (for 
example). 

5. “Increasing percentage” payments—In this form of transfer payment, 
-as the income (for example) increases the percentage of the transfer 
payment also increases. Again it may be observed that this case has 

€ only theoretical significance. 


The principle of parallelism in taxation policy tends to extend itself to 
establish parallels between the respective forms of taxation and transfer pay- 
ments. Under modern conditions there has been a tendency to use progressive 
taxation on the one hand, with transfer payments of the welfare or assistance 
' type on the other. Unfortunately the expansion of tax exemptions and the 
concurrent expansion of the group of recipients of the welfare type of transfer 

payments, has meant that we are tending to establish two large classes in the 
community, one of which consists of the taxpaying group and the other the 
transfer payment receiving group. Since this tendency seems to lead to more 
and more political difficulties and administrative complications, the best solution 
~ seems to be to move towards the second type of taxation (i.e. the proportionate 
method) and at the same time towards the second type of transfer payment 
(i.e. the flat amount method). By taking these two parallel steps, we accomplish 
two significant objectives. In the first place, we tend to abolish the classifica- 
tions that have arisen within the community, since on the one hand everyone 
becomes a taxpayer (in proportion to his income for example), while at the 
same time everyone becomes a transfer payment recipient. In the second place, 
we move from a complicated to a simpler form of taxation, and from a compli- 
cated to a simpler form of transfer payments. It is also important to note that 
the relative net impact of taxation and transfer payments is almost exactly the 
same for the great majority of persons when using proportionate taxation with 
flat amount transfer payments as when using progressive taxation with assist- 
ance type of transfer payments. The only differences which arise are in the 
case of very small groups at either end of the economic scale, and these we take 
care of by residual supplementary assistance payments applying to a small 
number of people at the lowest income levels, and by surtax applying to a 
small number of people at the highest income levels. 


I hope that the foregoing may be helpful in interpreting the points of view 
which I was trying to express before the Committee. It has also occurred to 
me that a word of explanation should be given regarding the example annuity 
- premium rates which were filed. It should be observed that most of the differ- 
ence between the insurance company rates and the population rates is due to 
the difference in mortality assumptions. The persons who purchase annuities 
i’. 
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from insurance companies are a very select class from the point of view of — 
mortality, and they experience much lower mortality rates than the population 
as a whole. This is particularly striking in the case of women as compared with 
men. It will be noted that insurance company rates for women are much 
higher than those for men, while the population rates for women are only 
slightly higher than those for men. Accordingly, premium rates based upon a 
population table would only be satisfactory in connection with a widespread 
compulsory scheme under which there was no opportunity for individual 
selection as to the amount of annuity to be purchased. 


a 


It is possible that there may be other questions arise from the Committee 
in connection with’ my testimony the other day. If such is the case, I should 
be very glad to try to furnish satisfactory answers. 


Yours very truly, 
(Sed.) W. M. ANDERSON. 


APPENDIX ‘“B” 


PROVINCIAL SUPPLEMENTAL ALLOWANCES, MEDICAL, 
HosPiIraL AND RELATED SERVICES. 


(Information requested by Mr. Fleming, Page 92, April 19, 1950. 
Proceedings Joint Committee on Old Age Security.) 


ALBERTA 
Supplemental Allowances : i 
The supplemental allowance paid by Alberta at the present time amounts — 
to $10 a month- The allowance is payable without a means test to persons 
resident in Alberta whose pensions are granted by the pension authority of — 
Alberta. Under reciprocal agreements made by Alberta with other provinces 
paying similar allowances the Alberta pension authority may pay the supple- 
mental allowance to pensioners who leave Alberta to reside in such other ~ 
provinces. Alberta has reciprocal agreements with two provinces, namely, 
British Columbia and Saskatchewan. | 


Medical Services : | 

Alberta provides full medical (including specialist) and optical services — 
to old age pensioners and their dependents without cost to the pensioners. It — 
also provides extensive dental services. Under the plan the Government of 
Alberta pays to the College of Physicians and Surgeons, Province of Alberta. — 
the sum of $12.50 a year and to the Alberta Dental Association the sum of — 
$3.15 a year for each pensioner and his or her dependents. Payments in respect 
to optical services are made separately. 


Hospital Services Vi 
Hospital services are provided under a special plan to old age pensioners — 
and their dependents without cost to the pensioners. Payment for hospital — 
services 1s made from funds appropriated by the Legislature. 4 
’ : a’ 
British CoLuMBIA a 

Supplemental Allowances “ig 
| The supplemental allowance paid by British Columbia at the present time 
amounts to $10 a month. The allowance is payable without a means test to — 
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pensioners in British Columbia whose pensions are granted by the pension 
authority of British Columbia and provided that British ‘Columbia is respon- 
sible for payment of the provincial share of pension. A further requirement is 
a period of residence of three years in British Columbia. 
a Supplemental allowances may be paid to pensioners outside British Co- 
-Jumbia who are residing in provinces with which British Columbia has made | 
reciprocal agreements. Such agreements with Alberta, Saskatchewan and the 
_ Yukon Territory are in operation. Allowances are also paid to British Columbia 
pensioners in New Brunswick. 
Medical Services 
q British Columbia provides full medical (including specialist) services to 
old age pensioners and their dependents without cost to the pensioners. The 
- Government of British Columbia shares with the municipalities on an 80-20 
basis in paying the British Columbia College of Physicians and Surgeons the 
sum of $14.50 a year for each pensioner and dependents. Limited dental and - 
optical treatment is also provided and paid for on a separate basis. 
Hospital Services 
Old age pensioners in British Columbia are provided with hospital services 
without cost, the Government of British Columbia paying premiums amounting 
to $21 a year for a single pensioner and $33 a year for a married pensioner 
required by the British Columbia Hospital Insurance Act. 


‘ Xt . MANITOBA 
Supplemental Allowances 
The Province of Manitoba does not pay a supplemental allowance to old 
age pensioners at the present time. Two different plans were adopted between 
1943 and 1949. The plan which came into operation on March 1, 1949, was 
_ discontinued from May 1, 1949, the effective date of the new agreement made 
a under the Old Age Pensions Act as amended in 1949. 
Medical Services 
Manitoba has not a special plan providing medical services to pensioners 
' without cost to the pensioners. A municipality may in its discretion provide 
- medical care for a pensioner and claim partial reimbursement for such expen- 
_ diture from a Provincial social assistance fund established for this purpose. 


_ Hospital. Services 

There is no special plan under which old age pensioners are provided with 
‘hospital services paid by the Government of Manitoba. However, hospital 
 eare ordinarily provided to persons unable to pay is available to old age 
- pensioners. 


a New Brunswick 
_ Supplemental Allowances 
‘The Province of New Brunswick does not pay a supplemental allowance 
to old age pensioners. 3 


Medical Services 
‘There is no special plan in New Brunswick under which medical services 
are provided to old age pensioners without cost to the pensioners. 


Hospital Services 
There is no special plan under which old age pensioners are provided with — 
hospital services paid for by the Government of New Brunswick. Hospital care 
ordinarily provided for persons unable to pay is, however, available to old age 


pensioners. 
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| NEWFOUNDLAND ; 

Supplemental Allowances eee a a ; 
The Province of Newfoundland does not pay a supplemental allowance to 

old age pensioners. | iS 


Medical Services : 3 | 
There is no special plan in Newfoundland providing medical services for 
old age pensioners (but see below under Hospital Services). Pensioners are, 
however, entitled to medical services ordinarily provided for persons unable 
to pay but are expected to pay casual fees. 


Hosmtal Services 

There is no special plan in Newfoundland providing hospital services for 
old age pensioners. In cottage hospital areas pensioners are expected to pay 
a subscription fee ($5 single, $10 family) covering both hospital and medical 
care, also dental care on a nominal fee basis. Elsewhere hospital services 
ordinarily provided for persons unable to pay are available to old age 
pensioners. 


Nova Scotia 
Supplemental Allowances 


The Province of Nova Scotia does not pay a supplemental allowance to. 
old age pensioners at the present time. A plan to provide such allowances ~ 
was in effect from 1943 to 1949. The plan was discontinued from May 1, 1949, — 
the date on which the new agreement under the Old Age Pensions Act as 
amended in 1949 became effective. : : 


Medical Services 


Medical services (general practitioner, home and office visits) are pro- — 
vided by Nova Scotia to old age pensioners without cost to the pensioners. — 
Limited provision is also made for certain basic drugs. Under the plan the — 
Government of Nova Scotia pays to the Medical Society,of Nova Scotia the — 
sum of 75 cents a month for each pensioner. 


Hospital Services 


There is no special plan under which old age pensioners are provided with 
hospital services paid for by the Government of Nova Scotia. Hospital care 
ordinarily provided for persons unable to pay is, however, available. to old — 
age pensioners. 


. ONTARIO 
Supplemental Allowances 


The Province of Ontario does not pay a supplemental allowance to old — 
age pensioners at the present time. Two different plans were adopted between 4 
1943 and 1947. Early in 1949 the second plan was extended but, as of May 1, 
1949, the date on which the new agreement under the Old Age Pensions Act — 
as amended in 1949 became effective, the entire plan was discontinued. 


Medical Services 


_. Ontario provides medical services (general practitioner home and office 
visits) to old age pensioners without cost to the pensioners. Limited provi- 
sion is also made for certain basic drugs. Under the plan the Government of 

Ontario pays the Ontario Medical Association the sum of 83 cents a month — 
for each pensioner. qi 


Hospital Services E 
__ There is no special plan under which old age pensioners are provided 
with hospital services paid for by the Government of Ontario. Hospital care 
i 
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ordinarily provided for persons unable to pay is, however, available to old 
_ age pensioners. , 


_ 


Fett 


PRINCE Epwarp ISLAND 


\ 


Supplemental Allowances 


‘The Province of Prince Edward Island does not pay a supplemental 
- allowance to old age pensioners. 


Medical Services 


_ There is no special plan in Prince Edward Island under which medical 
services are provided to old age pensioners without cost to the pensioners. 


: Hospital Services 

There is no special plan under which old age pensioners are provided with 
hospital services paid for by the Government of Prince Edward Island. Hos- 
pital care ordinarily provided for persons unable to pay is, however, available. 
to old age pensioners. 


’ _ QUEBEC 
— Supplemental Allowances : 

The Province of Quebec does not pay a supplemental allowance to old 
age pensioners. 


Medical Services 
There is no special plan in Quebec under. which medical services are 
provided to old age pensioners without cost to the pensioners. 


Hosyital Services 
: There, is no special plan under which old age pensioners are provided 
_ with hospital services paid for by the Government of Quebec. Hospital care 
ordinarily provided for persons unable to pay 1s, however, available to old 
age pensioners. : 


. . | SASKATCHEWAN 

Supplemental Allowances 

The supplemental allowance paid by Saskatchewan at the present time 
is an amount up to $2.50 a month. The allowance is payable subject to a 
~ means test to pensioners whose pensions originate in Saskatchewan where the 
provincial share of the cost is provided in full or in part by Saskatchewan, 
and to pensioners whose pensions originate in another province where the 
_. provincial share of the cost is provided in ‘full by Saskatchewan. The 
supplemental allowance is regarded by the provincial old age pension authority 
as income under the Old Age Pensions Act, which means that it can be paid 
only in those cases where combined pension plus outside income plus supple- 
~ mental allowance (full or partial) does not exceed $600 (single) or $1,080 
_ (married). The allowance is paid to pensioners residing in Saskatchewan 
or in a province with which Saskatchewan has a reciprocal agreement. Saskat- 
chewan has reciprocal agreements with British Columbia and Alberta. 


_ Medical Services 

: Saskatchewan provides full medical, dental, optical, nursing and certain 
_ additional services (e.g. physiotherapy) to old age pensioners and their depend- 
ents. The Government of Saskatchewan contributes to a special fund the 
amount of $12 a year for each old age pensioner including dependents. The 
only charge levied against the pensioner is in respect of drugs, where the 


pensioner may be called upon to pay 20% of the cost of drugs supplied 


é 


outside of hospital. 
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Hospital Services | nae sua Gat , 
Saskatchewan provides hospital services to old age pensioners and their — 
dependents without cost to the pensioners, the premiums payable under the 
Saskatchewan Hospitalization Act, 1946, being paid by the Government of 
Saskatchewan. The yearly premium is $10 for any adult and $5 for a 
dependent child under 18 with a maximum premium for a family of $30. 


NorTHWEST ‘TERRITORIES 
Supplemental Allowances , 

There is no provision for the payment of a cash supplemental allowance © 
to old age pensioners in the Northwest Territories. Pensioners who require 
additional assistance may, however, be given assistance in kind by the Depart- 
ment of Resources and Development. 


Medical Services 
There is no special plan to provide medical services for old age pensioners 
in the Northwest Territories. 


Hospital Services , 

There is no special plan to provide hospital services for old age pensioners. 
Hospital care ordinarily provided for persons unable to pay is, however, avail- 
able to old age pensioners. 


YUKON ‘TERRITORY 
Supplemental Allowances 


At the present time the Government of the Yukon Territory pays a supple- 
mental allowance of $10 a month to old age pensioners. The allowance is 
paid to persons granted pensions by the pension authority of the Yukon Terri- — 
tory while they reside in the Yukon Territory or in British Columbia, the — 
one province with which a reciprocal agreement has been made. 


Medical Services 


There is no special plan to provide medical services for old age pensioners ; 
in the Yukon Territory. . 


Hospital Services 


There is no special plan to provide hospital services for old age pensioners. ~ 
Hospital care ordinarily provided for persons unable to pay is, however, 
available to old age pensioners. 


APPENDIX “C’’ 


“THE LENGTHENING LIFE-SPAN OF PENSIONERS” 


Excerpt from Annual Report, 1945, 
The Social Assistance Branch, 
Department of the Provincial Secretary, 
Province of British Columbia. 


_ (Information requested by Mr. Knowles, Page 517, May 9, 1950, Proceedings — 
Joint Committee on Old Age Security.) ‘a 


_ It is comon knowledge that the longevity of the human race is increasing. — 
The average life expectancy at birth for the Roman citizen was 23 years. In 
New England in 1850 life expectancy was 40 years. Today the life expectancy 
of white people in North America is somewhat over 63 years. ee 
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*. -. On more than one occasion observant officials of old-age pensioners’ organiza- — 
tions have remarked that the lives of many of their members have definitely 
been lengthened by the receipt of the pension. They assert with evident 
conviction that this is due to the added sense of security which even this modest 


rapid lengthening of the life-span of people generally, interested us in doing 
some research-work to find out how well British Columbia pensioners really 
are doing relatively in the race for longevity. | 

q A survey was made of the files of all pensioners who died in 1928, 1936, 
~ and 1944. Though it was in 1927 that both the Dominion and Provincial Acts 
~ came into force, 1928 was the first complete calendar year during which pensions 
- were paid in this Province. The year 1944 is the latest one for which records 
are available and 1936 is the middle year of pension history. It was felt, 
therefore, that an examination of the records for these three years would reveal 
the information desired. : 
t In all, 2650 files were studied and from them were obtained the following 
| data:— 


a ai 


Increase Increase 
Year Sex eet A tA a: in Years in Years 
& over 1928 over 1936 


: From the above it will be noted that the life-span of male pensioners has 
increased by nearly two years and that of female pensioners by only slightly 
less between 1928 and 1944, or since pensions were first granted. Doubtless the 
receipt of the pension was not the only cause of the increase in length of life, 
‘but it would seem reasonable to conclude that it was at least an important 
contributing factor. 

= 
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MISCELLANEOUS REPRESENTATIONS RECEIVED 


INDEX 


Mr. Kurt Soelling, Minden, Ontario 

Amalgamated Civil Servants of Canada 

British Columbia Old Age Pensioners’ Organization 

Old Age Pensioners’ Organization of Saskatchewan 

Mrs. Dorothy Spurr, Chemainus, B.C. 

Mr. G. Cecil Morrison, Morrison-Lamothe Bakery, Ottawa 
Catholic Union of Farmers, St. Ignace, P.Q. 

Regina Security Club, Regina, Sask. 

L’Association des Techniciennes Laiques en Sciences Ménageéres 
Quebec Branch, Dominion Association “Old Age Civil Servants” 
Dominion Foundries and Steel Limited, Hamilton, Ontario 
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Toronto Board of Trade 
District Five, United Electrical, Radio and Machine. Workers of America 


American Stockholders’ Union, ‘Toronto - 

Old Age Division, Welfare Council of Greater Toronto 

Wig te aes Osborne, Hollyburn, B.C. 

Flin Flon (Manitoba) Council on Rehabilitation and Post War Reconstruction — 

Canadian Federation of the Blind 3 

Canadian National Institute for the Blind and The BoERCTL: Council of the | 
Blind . 

Montreal Council of Social Agencies . 

Mr. Geo. M. Leduc, Old Age Pensions Investigator, St. Jean Port Joli, P.Q.— 

St. Catharines (Ontario) Advisory Committee, National Employment Service 


g 

: 

SUBMISSION BY KURT SOBLLING F 
. ; 


Minden P.O., Ontario, March 1950. 


To: The Chairman and the Members of the Fact-Finding Committee on Old Age 
Pensions, Ottawa, Canada. : 


Re: Residence Qualification 


Dear Sir or Madam:— 
The writer of this Petition and his wife are former German Citizens of — 
Protestant Creed. I, the undersigned was in succession a Judge, a Legal Adviser 
to the Minister of Justice and the Chief Justice of the Supreme Court (Land- 
gerichts-Preesident) in the German Capital, Berlin; dismissed by the Hitler 
Regime in 1933. We had to flee in 1988, when oppression became intolerable, 3 
were soon admitted as Immigrants and are now Canadians. We built with a] 
small loan by helpful Canadians in 1940 in Minden (Haliburton County) the 
small Summer Resort Batt-Lake Lodge. As all efforts to induce the present - 
German administration to pay me my pension were in vain, we depend upon the © 
small returns of our little business i.e. our ability to continue the hard work in a 
summer resort without any hired help. (We have no children.) Eligible for 
O.A.P. next year, I am barred by the 20 years residence qualification of the , 
law, having lived on my 70th birthday only 12 years in Canada. I therefore 
take the liberty to petition: 3 


Committee may recommend an amendment to the O.A.P. Law, reducing — 
the Residence Period to Ten years—or less. 


These are my reasons: 


(a) The waiting period of 20 years is  disproportionately me It takes 
only 5 years residence to become a citizen. | 


(bo) The long waiting period has brought forth unintentional hardship to 
elderly. people. When the O.A.P. Law was promulgated, mostly young 
people immigrated and so the 20 years waiting period did not mean 
much hardship. Things have changed; Nazi and Bolschevik Terror 
has forced people of all ages, among them many oldsters to emigrate in. 
order to find REFUGE in Canada. The 20 years waiting period 
makes them uneligible, contrary to the good intentions of the Legis-_ 
sates ee pa not cere these events. To bring the system in. 
accord wi 1e true intentions of the Legi | 
should be shortened, as suggested. cepa periad 


(c) The waiting period for Family Allowances has been reduced to a year. 


Yet people of 70 years are supposed to be more in need of help than 
the head of a Family with minor children. 
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> i 3 (d) Admission of Newfoundland to the Federation made the needy old | 
Bg people of this Province eligible without any previous residence in 


ag Canada proper. 

-_ (e) The Law is unfavourable to those Canadians by birth, who as Clerks, 
. Engineers in Canadian Enterprises, as Teachers or in similar positions 
have served their native land abroad for many years, possibly all their 
lives and had to leave now, after the Communists had seized power, 
leaving their savings behind. Unforeseen events justify the proposed 
amendment here too. 7 

-_  (f) ‘The long waiting period is in contrast to the legal care for the Old 
* in the U.K. and may prove a deterrant to very desirable Immigrants 
from Great Britain and France. The long waiting period is incom- 
yg patible with a sound Immigration Policy. 

- _ (g) Costs for the proposed lowering of the waiting period will be low. 
| The number of eligible will not increase considerably and the additional 
y expenditure will be counterbalanced almost in full by savings for relief 
»  __ and socially undesirable alms. 


Hoping that these explanations will be considered favourably, IT am, 


Respectfully yours, 
Kurt Soelling, Minden, Batt Lake. 


AMALGAMATED CIVIL SERVANTS OF CANADA 
Publishers of The Canadian Civil Servant 

i Assistant National Secretary: Trevor Gough, 230 Laurier Ave. W., Ottawa, 
Ont.; National President: A. H. Helm, 56 Scott Street, Kitchener, Ontario; 
National Gen. Sec. Treas.: Fred Knowles, Phone: 3-5756; Telegraphic and Postal 
Address: 230 Laurier Ave. W., Ottawa, Ont. 

& Office of National Secrctary, 

a ~ Aprin 21, 1950. 


a 
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Mr. Jean Lesage, M.P., 
Chairman, Joint Committee on 
Old Age Pensions and Security, 
House of Commons, 

Ottawa, Ontario. 


Dear Sir:— 

We wish to draw to the attention of your Committee that many super- 
annuated Civil Servants or their widows are finding it very difficult to make 
ends meet on superannuation benefits, calculated in the main, on pre-war salary 
schedules, in the face of the continuing high cost of living. he 
~The Government has not seen fit to meet their appeals for a cost-of-living 
bonus, and while expressing sympathy, have as yet granted no measure of relief. 
~The Government takes the position that—“if bonuses are paid on super- 
annuation allowances, consideration would need be given to similar payments 
on Government Annuities” and, broadly speaking “to grant relief to superannuates 
of the Government alone, would be discriminatory, having in mind other citizens 
in like position”’. 

Whatever merits there are in the position taken by the Government, the fact 
remains that people are suffering, and sympathy without tangible relief does not 
solve the problem, and supplementary: income 1s necessary 10 many cases, on 
humanitarian grounds. 
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ray Bx: 
We are mindful of He fact, she ae to whe waiving yey age Siete a entry. into | 
the Civil Service under returned soldier preference, that the problem of inadequate — 
superannuation benefits at age sixty-five will be with us for the next quarter of - 
a century, due to short-term service before reaching that age. 
7 Having these things in mind, we request that steps be taken without undue _ 
delay to provide old age pensions to all citizens of Canada, payable at age — 
sixty-five, by right to all those who apply, and wrthout a means test. In this © 
manner the plight of Civil Service superannuates, and others in like position 
throughout the country, would ‘be considerably eased, both at this time and in © 
the future. 
We believe that this is a constructive proposal in the public interest, and — 
that the people of Canada as a whole are ready for an Old Age Pension plan on | 
a contributory basis, payable at age sixty-five without a means test. 
Our organization unanimously endorsed this proposal at its National | 
Convention of 1949. 7 
Respectfully submitted, 


(Sg¢d.) Frep KNow ss, 


National Secretary-Treasurer. 
FK:MM . 


THE BRITISH COLUMBIA 
Oxtp AGE PENSIONERS’ ORGANIZATION 


(Instituted 1932—Incorporated aay) 


Executive Secretary: 
EK. A. GRIFFIN, oe Park Drive, R.R. 2, White Rock, BSG. 


Aprit 24, 1950. 


To the Chairman and Members of the Parliamentary Committee of inquiry | 
into the Matter of Old Age Pensions 


Greetings % 

I have received instructions from the Executive Council of the British 

Columbia Old Age Pensioners Organization to forward to you for your consider-— 

ation the accompanying brief in the earnest hope that you will give it your most — 
favorable attention. 

(Sed.) E. A. Grirrin, 

Provincial Secretary. . 

The brief is as follows: ; 

1. That a pension of not less than $50.00 per month be granted to all. 

persons 60 years of age who are and have been residents of Canadas 

since they were 21 for an accumulated period of 20 years. 

2. That the pension shall not be subject. to any Means Test or taxation. 

Other ‘additional income subject to usual income tax regulations. 

3. No charge shall be made against the estate of a deceased pensioner on 

account of pensions granted under the Act. ; 

4. That the pension authorities be given power to accept evidence of age 

from relatives and others in position to provide the same. % 

5. That arrangements be made for an interchange of proportion of pensio 1s 

payments between Great Britain, The Dominions and other coum 

corresponding to residence. 7 


Thos Field, president; 
Mrs E. Buckley, first. vice-president; 
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Mr. E. A.. Griffin, secretary ; 

Mr. Wn. J: Gurr, treasurer; 
Mr . 


A. Harris, Organizer; 


Executive Members: Mr. H. P. Caveeiale Mr. C. R. Bennetton, Mr. J. W. 
Hope, Mrs Price-Needles. 


Old Age Pensioners’ Organization 
of Saskatchewan 


4 ; ; (Organized August 1940) q 


. Ist Vice-President Provincial President Central Executive 
_ E. W. Sager Mrs. Anne Douglas Mr. H. Hooton 
Prince Albert 2309 Lorne Ave., Saskatoon Prince Albert 
; pend Vice-President Secretary Mr. J. Neilly 


Mrs. J. Middleton Mrs. C. T. Reid Whitefox 

- Saskatoon 223 Fourth Ave., S. Saskatoon Mr. H. Baldwin 
Biesborship Convener Treasurer Swift Current 
Mrs. A. E. Nurse S. A. Lovell Mr. D. Schwean 
q 124 Fourth Ave. N. 124 Fourth Ave. N., Saskatoon Herbert 

_ Saskatoon 


The official Chairman of the Old Age Security Committee, Ottawa: 


i | | SUGGESTIONS 


1. Modify the Means test, make it less severe, and less of a burden. 
i (a) No deductions for rent from home owners. 


(6) Where two Pensioners live together, no deduction on account of 
two occupying one residence. 

(c) Means Test to be inoperative after the (Civil Service Retiring) 
age of 65 years. 


Pe. Increase the Earning Maximum of both male and female pensioners. 
is. Lower the Pension Age of both sexes. 
4, Make pension age of women five years younger than men. 
| «és. Increase pension so that it bears a fair relation to the cost of living. 


6. Where a man or a woman reaches pension age, the spouse should auto- 
matically be considered pension age. 


a _ appear that a reasonable burial allowance should be provided by the Pension 
~ Board. 


8. More cash should be allowed on hand when making application for pension, 


9. Application Forms should be simplified, and questions made less embarrass- 
| mg. 


Mrs. T. C. Reid, 
223-4th Ave. So. 
Saskatoon, Sask. 


wa The impossibility of laying up a Burial Fund being obvious, it would. 


OLD AGE PENSIONERS ORG. OF SASK: 
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BOX Sinus - eee 
Chemainus, B.C. Wire ars e 

April 24, 1950. . 

To the Members of the Committee of the House of Commons and the Senate 
investigating conditions in connection with OLD AGE SECURITY 


Ladies and Gentlemen: 

In submitting this brief for your consideration, I would explain that it 
does not come from any Organization. I am sending it as an ex-member of the — 
Old Age Pensions Department of British Columbia, feeling that the experience 
I gained during my term of office may be of value to you. 

In 1944 I was appointed as Chief Clerk to the Administrative Division of 
the Old Age Pensions Department in Vancouver, resigning from my position 
later. I was also Private Secretary to various Cabinet Ministers in the B.C. 
Government over a period of 14 years, and I. have been in touch with. the 
problem of old age for many years. 

Since leaving the Civil Service I have given much of my time on a voluntary 
basis in campaigning for our aged citizens and T-am.- still SON) interested in 
the problem. 

As evidence in support of my statements I enclose a copy of a letter given 
to me upon my resignation, by Mr. J. H. Creighton, Chairman of the B.C. 
Old Age Pensions Board. ; 

{ hope the suggestions submitted will come within the scope of your enquiry. 


I remain, Yours very truly, : 


(Mrs.) DOROTHY SPURR. 
Ex Chief Clerk, Administrative Division, 
Old Age Pensions Board, Vancouver, B.C. 


P.S.—I would add that I am not looking for a position with the Government E 
and send this purely in the interests of our aged citizens. . 


SUBMISSION BY DOROTHY SPURR 
OLD AGE PENSION BOARD 


VANCOUVER, B.C. 
August 25, 1944. 
COPY 


To Whom It May Concern 


Mrs. Dorothy Spurr is leaving the employment of this office after acting q 
for some time as Chief Clerk. She | is going entirely of her own accord, having ~ 
made other plans. 

She is a highly intelligent. woman with wide experience in office management — 
and more than ordinary capacity for organization. 4 

During her term of office with us we found her willing to take responsibility 
and keenly interested in her work. She made a very efficient Chief Clerk. Any — 4 
person employing her will find in her a responsive, enthusiastic worker with a — 
constructive contribution to make to whatever organization she may be called — 
upon to serve. 

She carries with her our very best wishes for success and’ happiness in berg 
future work. 1 

“J. H. CREIGHTON”, 
Chairman, Old Age Pension Board. 


~ 
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In submitting this brief may I say how encouraged I am to know that our 

_ Government is trying to carry out the intentions of THE ATLANTIC 
_ CHARTER and also THE CHARTER OF HUMAN RIGHTS to which 
- Canada subscribes. 


I feel sure that as Canadian we realise we can no longer continue to call 

_ ourselves a Christian Democracy and at the same time hand the ‘heel of the 

loaf’ to our aged citizens who were, in many cases, the pioneers of our 

- Country. The time has come when we must translate words on paper into 
action IF OUR NATIONAL CONSCIENCE IS TO BE CLEAR. 


zs May God bless your efforts and lead you to a satisfactory solution of this 
_ vital problem. | 


INTRODUCTION 


J The problem of Old Age Security seems to devide itself into two headings: 
_ The Immediate and the Future. 


: The Immediate would seem to deal with problems as they affect aged people 
_ already in receipt of pension, and those who have applied for pension and will 


_ £The Future naturally is the problem of deciding as to what form any 
contributory plan will take (if inaugurated), whom it shall cover, and how it shall 
be administered. 7 


THE IMMEDIATE PROBLEM 


In the first place I would like to mention the immediate problem, as in my 
- opinion, there are still various conditions relating to the present Pension plan | 
_ which need improving, and I would add my voice to those of others in asking for 
- consideration of the following points:— . 

‘i (1) The Application Form and Procedure; I would like to see the form 
_ remodelled and the whole procedure simplified. 

4 Many old persons are so confused upon being confronted with the Applica- 
- tion Form in use in British Columbia that I have known those who have with- 
drawn their application rather than fill out the innumerable questions and supply 
a all the supporting documents demanded. For instance... Question No. 6 regard- 
_ Ing residence. How many of us when confronted with such a question, even In 
- our younger years, could account for every day and every week of the past 
_ 20 years, especially where the applicant has moved from one part of this vast 
- country to another, as is so often the case? A lawyer once told me that in his 
opinion many applicants would have to commit perjury to give all the information 
- asked for. Then again it is not easy to obtain declarations or residence when 
_ many years have elapsed since an applicant was resident in a particular locality. 
People die or move away, and I am of opinion this requirement should be modified 
-_ or made very elastic. 

. (2) Standardized Forms. From my experience I would say that it is most 
‘necessary for a standardized form to be used throughout Canada instead of each 
Province designing its own. I realise that some Provinces, such as the prairies, 
ask for particulars that others do not need, but in the main the information asked 
for is the same. If additional information is required I suggest the use of a 
_ supplementary slip. This should help the administrative staffs as well as 
_ applicants. | 

(3) In some provinces a field service report 1s required after all available 
evidence is secured, before pension is granted. (At least this was the case In B.C. 
in the past.) I do not believe this to be necessary for it is the administration 
a 63095—4 
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office which gathers the information and considers it. If the field service worker 
has a large territory, as they have in B.C. it may be weeks before such a report 
can be made, and this causes needless delay and hardship. 


(4) The Age at which Pension is Granted: I hope that when the new plan is 
put into operation, the pensionable age for those left under the non-contributory 
plan, will be changed from 70 to 65 for men and 60 for women. 


(5) Allowable Income: Now that the basic pension has been increased I find 
that it is pretty generally felt that the allowable income should also be increased. 
In B.C. of course, there is a cost of living bonus of $10 monthly, but at today’s 
cost of living in our province, $50 a month only provides bare necessities and does 
not leave anything for the amenities of life to which older people are surely 
entitled. 

I am not alone in my opinion that where a pensioner is able and willing to 
carry on part time employment they should be allowed to do so. There are many 
light household duties that could well be carried out by a women of 70 and over, 
giving her am interest in life and making her feel that she is still of use in the 
world and necessary to others. Many housewives would welcome the help she 
could give, particularly as a baby sitter. In the case of men pensioners their help 
would be welcomed by the hour or day in our gardens and in other part time 
capacities. I put forward a strong plea in favour of pensioners being allowed 
to earn a reasonable amount over and above their pensions. At best it can be 
for but a short time and we shall lose nothing by generosity in this regard. 


(6) Annuities: There is a Regulation in effect which provides that where an 
applicant is possessed of any amount over $250 (in the case of a single person), 
and $500 for married couple, this amount must be invested in a Canadian Govern- 
ment Annuity. If it is not then it is considered that the applicant could have had 
an income in the form of an annuity, and the amount of this calculated annuity , 
is generally used in arriving at income for the rest of the pensioner’s life in my 
opinion this regulation should be made very elastic. 


(7) Overpayment of Pension: Where a pension is overpaid it was the custom 
during my term of office to suspend pension until it was repaid. In my opinion — 
any overpayment should be repayable by instalment after enquiry into the pen- — 
sioner’s circumstances. At that time overpayment was in many instances not the 
fault of the pensioner, but because the office was in arrears with its work, part- 
icularly in checking field service reports. When I took over my duties the field 
service reports had not been checked for 12 months. I believe that instalments 
are now accepted in some cases in B.C. but it may be that this is not the case 
in other provinces, and so I mention it here. 


(8) Proof of Age. This is in many instances very difficult to establish. 
Registration of birth was not always carried out 70 years ago, nor were babies all _ 
baptised. In addition to this, records are often lost, sometimes through fire or on — 
account of war. I would like to suggest that where an applicant cannot produce 
evidence as proof of age a doctor’s certificate to the effect that he or she is 
physically of the required age be accepted. 


(9) Payment of First Cheque: I would like to see the pension paid from date - 
of application (when granted) provided application is not made before the pen- 
sionable age; if it is then payment could be made from the first month after the 
70th birthday. ; 


(10) Pension Pending Approval of Application. Here I would suggest a 
tempory pension (at least in urgent cases} where a delay of more than a certain 
period occurs in gathering evidence to prove elegibility. I have known of cases 
where it has taken 6 months to prove eligibility because of some small detail 
holding up the application. In the case of widows of war veterans one month’s 4 
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pension cheque is sent them upon death of their husband (if he were pensioned) 
to carry them along until their own application for pension is considered. Also 
in France I have read that Old Age Assistance is provided for those in need who 
are not yet of pensionable age. 


(11) Hearing Aids: It is not the policy of the Government of B.C. to supply 
pensioners with hearing aids, although free medicine and medical attention and 
hospitalization is given. Many old people are deaf (in differing degrees) and are 
cut off from human contacts because of this disability. This is particularly hard 
in one’s declining years when activities in most directions have to be curtailed. 

For instance, they cannot attend concerts or lectures, and only movies where 

there are hearing aids in the seats. When in company with others, or in a room 
with a number of people, they cannot take part in conversation. It is not only 

a hardship to themselves but to the people with whom they live and come in 

contact. 

One of the reasons given for hearing aids not being provided is that the 
medical profession are not yet agreed upon any particular device. However, as 
there are different causes of deafness and different aids to help them, I do not 
___ believe this should be an insurmontable difficulty. I have talked over the matter 
with a member of the medical profession and he told me he felt such an obstacle 
- could be overcome. The doctor might state the cause to which deafness was 
attributable and recommend a suitable hearing aid. This might be tried out and 
returned if not suitable. Surely the co-operation of firms manufacturing such aids 
could be obtained and the cost of same born by the pension authorities. 


* (12) Housing: Much is being done in various parts of Canada towards better 
housing for the aged. Nevertheless much remains to be done. Some time ago I 
circulated a questionnaire among pensioners in this regard and was shocked to 
find some of the conditions under which they were living with lack of proper heat, 
bathing facilities, lack of attention when sick, carrying in their own fuel, in many 
cases up stairs, and paying rents which they could not afford. I would like to 
see a special federal committee set up to study this phase of old age security alone. 


i (13) General Simplification of Regulations and Procedure: May I suggest 
3 that a spécial federal committee be appointed with representation from all 
__ provinces for this purpose. I believe it to be long overdue. 

by _ (14) Means Test: I am not in agreement with those who believe the means 
* test should be removed. I feel it to be necessary to any non contributory plan. 
a FUTURE PLANS 

3 3 In considering a future Old Age Security Plan, I feel sure you will have 
_ many briefs outlining ideas as to whom it shall cover, what form it shall take 
— ete., and I am, therefore, confining my remarks to Administration. 

hy : . ; 3 ° : 

i The suggestions I am offering are sent in light of my actual experience as 
_ Chief Clerk of the Administrative Division of the Old Age Pension Board, Van- 
_ couver. At the time I was appointed the Department was being re-organized 
z and the policy changed. It was also suffering from “growing pains”, and there- 
fore anything which I say which may sound critical should be judged in that 


hight. 

The remarks which I give herein are founded on the premise that the office 
organization is the hub of the wheel. If the office does not function as it should 
then every division in the department will suffer, and this includes the field 

service. 

The first objective would seem to be a well organized office with a well 
trained staff, planned in such a way as to be capable of expansion with the least 
63095—43 
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possible trouble and with the greatest possible speed. If this is kept in mind _ 


; q 
+ 


at all times I know it will go a long way towards insuring success of any scheme 
which may be put into operation. | 


I respectfully submit the following suggestions: 


(1) That the duties of the Commission (or Board) and its Chairman, be 
defined in the Act but not to include the direction of the office staff or office 
organization. It is within the bounds of possibility that a Chairman may be 
chosen for qualifications which make him an excellent chairman in regard to 
policy etc., and yet he may have very little knowledge of office procedure. Office 
procedure is just as much a speciality as any other branch of Public Administra- 
tion and it should be placed in the hands of an office specialist. I believe if this 
idea were carried out more generally that a much more efficient and economical 
administration would result. 

(2) That the management and direction of the office and its staff be placed 
in the hands of an executive director (with an assistant director) and that they 
should work in consultation with an office engineering (or mechanics) department - 
which would come under the authority of the Civil Service Commission. 

(3) The Office Engineering Department (or Branch) would be a newly 
organized department serving all departments of the Civil Service for the purpose 
of streamlining systems and office procedure, studying modern methods and 
standardizing and co-ordinating procedure as much as would be practical 
throughout the entire Civil Service. (Attached is a chart on which I have tried 
to work out my idea). 


PRIME MINISTER 


Cabinet 
| Minister of | Ministers of various 
Minister of Minister of Welfare , portfolios 
Mey spin tree and Social Security : \ 


Old Age Security Board Civil Service Commission 


| Ps 
——_—Office Engineering Dept. 
(Serving all Depts. of Civil Service) 


Sa eS 


Executive Director 
— (Old Age Security Board) 
Not responsible to Chairman of 
Board for staff and equipment 
but. serving the Board 


(4) The Administration Office would serve the Board or Commission, but 
would not have to refer to them in the matter of staff or supplies or office equip- 
ment. They would supply the Board with whatever data they required and _ 
generally carry out all duties in connection with office procedure, thus relieving 
the Chairman of the Board from much detail work and leaving him free to deal — 
with matters of policy, finance ete., ete. Such a procedure, in my opinion, should x 
(if properly carried out) speed up the work of the office, the Executive Director — 
working out plans of procedure in consultation with the Office Engineering Dept. — 
(keeping the Chairman of the Board advised of their plans if necessary). Upon 
a plan being finally approved it would be forwarded to the Civil Service Com- 
mission (or Finance Dept. as the case might be) to be approved before the staff — 
was engaged or supplies and equipment purchased (always keeping in mind — 
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_ the amount of money voted for administration of the office)-as an example... 
_ if after consultation with the Office Engineering Dept. it was decided that a 
_ certain number of clerks of a particular grade were needed and a certain 
number of stenographers, the requisition would be forwarded to the Civil Service 
_ Commission, accompanied by the recommendation of the Office Engineering 

Dept. and setting out the reason with accompanying evidence that such 4 
requisition was necessary. The Civil Service Commission would then supply the 
staff and the Chairman of the Board would not be bothered with such details. 


(5) Office Staff. It was my experience that the office staff appointed were, 
in general, too young and inexperienced. Old Age Pension work involves a 

great deal of calculation and complicated procedure in connection with the Act 
and Regulations. It needs mature judgment. 

As time goes on we are faced with the problem of employment of men and 
women over the age of 40 (in some cases of 35). This problem is increasing at 
an alarming rate. Our Governments have requested employers to give considera- 
tion to the employment of people of this age group, and I therefore respectfully 
- suggest that our governments should lead the way, if only for the reason that 
if a man or woman of this age cannot find gainful employment they cannot 

provide for their old age either through a national insurance plan or by any 
_ other means. In due course they will become a charge upon the state long 
before the age of 70. 

I am of opinion that the knowledge and experience of these older people 
_ could be utilized to good effect in any new old age security department which 
is to be set up: 
| One advantage of their employment would be that, in addition to their 
experience and mature outlook, they would “stay with the job”. With younger 

_ employees (women at any rate) there is always the problem that they will resion 
_ to marry, or they will be offered positions at higher pay. 
.- I would like to refer you to an article published in the Canadian Medical 
_ Association Journal (April 1950) entitled “The Older Worker. His Plans for 
’ Retirement” by A. N. Reid, M.A. 


a (6) Training of Staff: It is my opinion what whatever staff is appointed 
_ should go through a period of training, both before and after taking up duties. 
_ Field staff is not appointed without training and it is Just as important to have 
a well trained office staff understanding the Act and Regulations, ete. An 
_ examination dealing with the Act and Regulations, also a personal interview 
_ with the applicant for a position to gain knowledge that they are of the right 
_ type, should be carried out before appointment. After taking over their duties 
_ an “in training” course should be given and time allotted for this. 

Much of the difficulty I encountered during my term of office was due to the 
fact that young, inexperienced people were appointed to the staff at inadequate 
_ salaries and left without sufficient direction and supervision. 


Kc (7) Salaries commensurate with qualifications and requirements should be 
paid. Much difficulty (in 1944) was experienced by the B.C. Old Age Pensions 
_ Dept. because the Civil Service Commission did not fully understand the 
-“Yeculiar” nature of the duties to be carried out by the Old Age Pension staff, 
_ who were then classed in the main as “stenographers” and paid in accordance 
_ with that classification. They were not stenographers in any sense of the word, 
the work being specialized clerical work. 


(8) Office Space: Adequate space, well lighted, heated and ventilated is a 
necessity and with ample room for expansion. In Vancouver we were badly 
_ hampered in this respect, working in crowded badly ventilated quarters. This 
_ resulted in much loss of time as the staff became drowsy at their desks. Here 
again the Office Engineering Dept. would help. They would decide in consulta- 


ion with the Executive Director, what space was needed, taking into consider- 
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ation future expansion so that bottle necks would not occur. The public (who 
have. not worked behind the scenes in the Civil Service) are not aware of the 
problems that often have to be faced by the staff, and do not make allowances. 
They expect prompt service. 

(9) Stationery and Printing: Much money can be wasted unless a proper 
check is kept. A stock sheet and requisition system is a necessity and a proper 
system of requisition and supply worked out, otherwise waste occurs. Economy 
in the use of stationery and forms should be stressed. Money can be saved by 
consulting with printers upon the best and cheapest type of paper to use. 

(10) Office Equipment: Here again this would be decided upon by consulta- 
tion with the Office Engineering Dept. But once requisitioned it should be 
supplied without delay. All equipment should be kept in good repair, especially 
postal meters, typewriters and other machinery; otherwise a general breakdown 
may occur and valuable time and money wasted in addition to hardship bemg 
caused to pensioners. 

(11) Filing System: This perhaps is one of the most important items of 4 
office organization. If files are lost through an inadequate charge out system, 
hours are wasted and the work of the department held up. During my time in 
Vancouver, before a charge out system was installed, 975 hours were lost in one 
week looking for lost files. It is most important that files should be placed in 
charge of staff interested in filing and capable, physically and otherwise, of 
carrying out the duties efficiently. 

(12) Office Manual: A properly prepared and indexed office manual setting 
out office procedure for the guidance of staff is invaluable. } 

(13) During organization measurement of time taken to perform various 
duties pays dividends and provides evidence of the number of staff required. 
I found time sheets and diaries helped in this respect, even though the staff may 
not wish to take time to fill them up. 


(14) Allocation of duties. I am not aware if this procedure is followed 
in our Civil Service, but in a large office in London (England) in which I worked, 
stenographers were not expected to do copying work. This was given to typists 
who were not paid so highly and the more highly paid staff used their time to 
better advantage. 


(15) Indexes and Cardexes are useless unless kept up to date. 
(16) A checking and control system prevents mistakes. 


(17) Staff Meetings: I know these are held in some of our federal govern- 
ment offices. I made a point of holding weekly staff meetings with the section 
supervisors and each week invited a junior to attend. In this way I secured © 
co-operation and many difficulties were smoother out between various members — 
of the staff. Ideas were voiced for the smoother running of the office. Minutes 
were kept and a suggestion box installed into which could be dropped 
suggestions and complaints. If a suggestion were used record was made on the © 
staff “service card” so as to be available when increases or promotions were — 
being discussed. The meetings definitely improved morale. 

All of the above may seem very elementary and obvious. Nevertheless the 
suggestions are based on the fact that I encountered difficulty in the directions — 
mentioned. I mention them not only to stimulate thought in the establishment 
of a new department, but because as a Canadian I wish to see any new plan — 
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_ succeed. I know from personal experience that much criticism is often levelled at 
_ civil servants by “armchair critics” and I hope some of the points I have brought 
out may help to eliminate this. 


All this is respectfully submitted by 


(Mrs.) DOROTHY SPURR, _ 
(Hx Chief Clerk Administrative Division, 
' Old Age Pension Board, Vancouver, B.C.) 
me 0x 315. 
- Chemainus B.C. 
April 24, 1950. 


SUBMISSION BY G. CECIL MORRISON 


40 Fuller Avenue, 
Ottawa, Ontario. 


7 April 25th, 1950. 
‘Fhe Honourable Paul J. J. Martin, | 

Minister of National Health and Welfare, 

Ottawa, Ontario. 


Dear Mr. Martin,—I understand the Government is proceeding with a con- 
 centrate study of the Old Age Pension policies and that a Committee has been 
appointed by the House of Commons for investigation and recommendation. 

As I have intimated, our Company. has given a great deal of thought to 
- Old Age Pensions. Our staff of some 250 workers is just large enough to feel the 
real need, yet we have not the cash resources available to put in an adequate 
pension scheme, contributed to by the Company, jointly with the workers. 
Our country is committed to the principle of private enterprise. Therefore, 
it is with some concern that one views the possibility of a huge state monopoly 
_ developing with regard to Old Age Pensions and I realize the stupendous cost 
_ to the Government if even our present $40 a month pension were relieved of 
the means test and age limit reduced to sixty-five. 

I would like to see an adequate Old Age Pension available to everyone of 
say, somewhere between $60 and $100 a month, contributed one-third by the 
government, one-third by the employer and one-third by the recipient. Special 
arrangements could be made for farmers and others not in receipt of a regular 
monthly salary. 

I believe the Canadian people, as well as industry, would appreciate and 
_ take a more vital interest in an Old Age Pensions scheme established on a con- 
tributory basis, rather than one that is paid entirely by the government with no 
joint responsibility on the part of employee and/or employer. Non-participation 
by them will of necessity call for increased taxation due to the tremendous drain 
on the treasury and, in addition, detract from the inherent principle of our 
democratic way of life. The obvious thing that occurs to an economy-minded 
business man then is, why not extend the Unemployment Insurance Act to take 
care of Old Age insurance? 
«Tf there is any assistance I could give at any time to yourself, your advisers 
_ or the Committee, I would be very happy to pass on the benefit of our experience, 
as an employer very much interested in the welfare of his workers. 
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May I again assure you that, it is most timely that the Government is | 
siving thought to this subject, as social security is at the very forefront of the _ 
thinking of the workers these days. Pat 


With very kindest personal regards, I am 
Sincerely yours, 


_ (Sgd) G. C. MORRISON, 
President Morrison-Lamothe Bakery, Limited. 


(Translation) . 
Supmission By U.C.C. or St. Ianacen, P.Q. 


Cap St. Ignace; 
April 26, 1950. 
Jean Lesage, M.P., : 
Ottawa. - 


Dear Sir: 5) 
As President of the U.C.C. (Catholic Union of Farmers) of St. Ignace, — 
I believe that it is my duty to submit to you the following brief concerning the 
revision of the Old Age Pensions Act. , 
This brief has been unanimously approved by the members of our Association. .— 
In our opinion, the present Act is particularly unfair to farmers, especially as — 
regards the means test which it requires. 4 
The farmer works very hard and saves, on-a piece of land worth from five 
to ten thousand dollars, to live and to raise his family if he has one. He must 
perform miracles of work and thrift to achieve this end without mortgaging his _ 
property. And should he reach the age of 70 and have sons to whom he can — 
leave his assets; he may not normally or at least honestly pass his means test, — 
and if he is quite anxious to get his pension, he will have to transfer in advance 
his land and his property to his children and declare that he has no means of 
existence. Many honest farmers are loath to make such statements. Can a — 
farmer who has a farm worth some five to ten thousand dollars and who has _ 
a little pride state under oath without dishonouring himself that he is indigent. 
No, the majority would rather deprive themselves and go without the pension. — 
You will object that this old man may give his land to one of his sons and ~ 
ask in return an annuity, although to be on the same basis as the indigent ~ 
old person who has nothing he would have to require from his son an annuity 
of $500 if he were alone and $1,000 if his wife were living? Where is the son 
who would accept and especially who would be able to pay, even on a parcel 
of land worth $10,000, such an annuity to his parents? The present old age _ 
pension of $480 yearly is equivalent to the interest on a capital of $16,000 and, — 
if both are pensioners, on a capital of $32,000. Where is the farmer in the ~ 
province of Quebec who can hope to acquire even one half of this capital? ss 
This is equivalent to saying that the Act as it now exists is encouraging 
uneconcern and improvidence and even laziness. The farmer, the worker or 
even the professional man who is anxious to amass some capital and who is _ 
thrifty and provident, if he reaches the age of 70 with a small capital he is by 
that very fact excluded from the benefits of old age pension. This does not — 
make sense. S 
We are therefore asking that the old age pension be paid to everyone who 
reaches the age of 70 (65 would be preferable) without a means test and we — 
would be ready to approve any reasonable measure passed by the Government 
to achieve this purpose. The higher the pension rates are raised, the more the — 
pension age is lowered, the greater will be the resentment of those to whom you — 
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_ unfairly refuse that pension. This so-called generosity will only aggravate the 
_ false situation of those who make a conscientious effort to acquire, by their 
_ work and thrift, a few hundred dollars. By increasing the pension rate, you 
increase the cost of living and this places an additional load on those that are 
_ living with their own money. For instance, in 1949, the Government increased 
_ the pension to $40. Those who look after old people took advantage of this fact 
* right away to increase the cost of living by $5 monthly and those who were 
_ paying with their own money had to stand the same increase. Because the 
- Government had been generous, the latter had to pay $5 a month more. This 
is not encouraging and it is even arbitrary. 


_ To conclude, it is proposed by Mr. Wilfrid Lemieux, seconded by Mr. Paul- 

_ Emile Guimond, that the brief prepared by our President be unanimously 

approved and that copies be sent to the Federal Government through our 

__ Member, Mr. Jean Lesage, as well as to the “Terre de Chez Nous” for publication. 
a 


J Adopted. 

* . (Sgd) Ls. Theoph. Bernier, 
g . (President) , 
q (Sgd) Antonin Richard, 

. (Secretary). 


REGINA SECURITY CLUB 

Regina, Sask., 
May 2, 1950, 

ie P:!O. Box 343. 

- Jean Lesage, M.P., 

_ Chairman, 

Joint Parliamentary Committee on Old Age Security, 

House of Commons, 

— Ottawa, Ontario. 


¥ 


Dear Mr. Lesage: 

: Thank you for your letter of April 24th, contents of which have been care- 
fully noted. I regret that our committee will not have a brief prepared in time 
to be submitted to you by May 6th. I am therefore taking the liberty of writing 
a few lines for our committee composed of representatives of various Clubs, 
_ Ministerial Associations, Federation of the Blind, the Old Age Pension Associa- 
- tion and the Security Club. I will set out some of the main points on which we 
agree. These are as follows:— 

_ 1. Elimination of the means test. 

2. Introduction of a contributory Social Security Program. 
q 3. An increase in the amount of the pension as funds become available 
= through the scheme. 
4, Lowering of the age gradually as the scheme proves to be within the 
financial capacity of such a contributory Social Security project. 


4 In view of the fact that you intend to grant hearings to as many organiza- 
tions as time will permit, I am of the opinion that further elaboration should 
_ be made at a later date. I know I speak for most of the service organizations 
and welfare societies in this city when I say that there is a decided sentiment 
~ amounting almost to a demand for adequate social security without a means test. 


Yours very truly, 


§ 
ee 


x (Sgd) E. R. Powell, 
_ ERP/mk President. 
ie } . 
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L’ASSOCIATION DES TECHNICIENNES LAIQUES EN SCIENCES MENAGERES 
(THE ASSOCIATION OF LAY TECHNICIANS IN HOUSEHOLD SCIENCE) 


Head Office: 461 Sherbrooke St. E., Montreal 


(Translation) | 
The “Association des Techniciennes Laiques en Sciences Ménagéres”, 
Montreal Chapter, through its Executive Committee, at its meeting held 
April 25, 1950, unanimously resolved to submit the following brief for the kind 
consideration of the Old Age Pensions Committee of the Canadian Parliament: 
WuHeEREAS under the present pension system, a person who has a small 

amount of capital is not entitled to an old. age pension; 

Wuereas the technicians in household science make it a point to teach 
thrift and saving in all their forms; 

Wuereas the present system encourages improvidence rather than thrift 
and private savings; 

Wuereas while putting this teaching into practice, the worker does 
not succeed in amassing, during his working life, enough capital to enable 
him to obtain an annuity; | 

Wuereas the old age pension now granted does not enable a pensioner, 
even a most frugal one, to live adequately, due to the present high cost of 
living which will probably remain high for a long time yet; 

WuHereEas this situation could and should be improved, the technicians 
in household science respectfully submit the following recommendations to 
the Committee on Old Age Pensions of the Canadian Parliament; 

Tuar the contributory system of old age pensions as submitted at 
the last session of the Canadian Parliament be accepted and put into force 
with a minimum of delay; 

TuHar all members of society, be they rich or poor, contribute to the 
pension fund and derive all benefits therefrom; 

Tuar the pension age be set at 65 years instead of 70; 

Tuar the pension be raised from $40 to $50 per month. 


Respectfully submitted, 


(Sed) Madeleine Miller, 
Secretary. 
Montreal, April 28, 1950. 


BRIEFS FROM THE DOMINION ASSOCIATION OF SUPERANNUATED CIVIL “OLD AGE 
SERVANTS”—QUEBEC BRANCH 


To: Joint Committee of the Senate and the House of Commons. 
Respectfully submitted: 


We beg your serious consideration in behalf of “Old Age Civil Servants x 
of Canada”—Herewith enclosed the list recorded by the comptroller of the 
Treasury Board. s 

1. 13,523 on old age pension—from these figures 10,691 receiving from 
$20.00 to $99.99; 


2. We believe these old age servants should be granted with a supplement 
of $20.00—semi-pension; as considering the figures of the attached “Brackets 7 
Report”, you will find that 97 per cent of them are receiving from $20.00 to — 
$59.99 monthly; ‘i 
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3. Such supplement of $20.00, would not even meet the actual cost of 
 jiving; . 1 
4, Since 1924 to 1950, these “Old Age Civil Servants” has remained at the 
same level, without any benefit of Cost of Living Bonus as some other groups had 
obtained; | 
. 5. Therefore, we sincerely believe, Honourable Members of the Joint Com- 
mittee, you SHALL honour us with the best consideration. | 

6. We would be honoured to appear before your Committee to expose in 
details our unfortunate situation; 


7. All branches will forward official approval of the above “Briefs”. 
, Respectfully, 


(Sed) J. O. Belanger, 
Secretary of the Dominion Association. 


“Old Age Civil Servants”, 
Quebec Branch, 
Quebec City, 20 Fraser Street. 


Number of “Old Age Retired Servants” receiving of monthly pension 
amounts with each of the following “brackets” as at March 15, 1950:—  - 

(a) less that $20.00 per month—1,106 servants; 

(6) $20.00 to $29.99 per month—1,365 servants; 

(c) $30.00 to $39.99 per month—1,417 servants; 

(d) $40.00 to $59.99 per month—1,384 servants; 

(e) $60.00 to $69.99 per month—1,211 servants; 

(f) $70.00 to $79.99 per month—932 servants; 

(g) $80.00 to $89.99 per month—941 servants; 

(h) $90.00 to $99.99 per month—780 servants; 

(x) 97% less that $100.00. 


Old Age Retired Civil Servants:— 
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Memo or THE ASSOCIATION OF SUPERANNUATED CIvIL SERVANTS 
GovERNMENT OF CANADA 


. 1.—Please note since 1924 to 1950, the retired Federal Civil Servants have 
always remained at the same level. g 

| 2—That they have been obliged to meet all increases in the cost of living 
without receiving any bonus or increase in pension, contrary to that allowed 
by other countries. es 

a. 3—As example: The United States granted 25% to those receiving less 
than $100 per month and $300 to those receiving more than $1,200 annually, 
Great Britain, Australia, New Zealand and Newfoundland allowed 20% to 
25% to their retired civil servants. 
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4.—On March 15, 1950, there were 13,523 retired civil servants, and out , 
of this total, 10,203 received less than $100 a month ranging from $20 to $99.99 | 
a month. ae 7 

5.—At the time the Civil Servants subscribed 5% on their salaries, the 
dollar was worth 100%, but at present it only can buy from 55 to 60 cents. 

6—It is suggested that: 25% increase for those receiving less than $100 


per month; it is suggested that 20% or $300 per annum be granted those getting 4 


over $100 per month. 
7.—That the Government allow old age pension without means test to be 
added to the pension. 


8.—That retired Civil Servants be allowed to obtain work at certain times _ 


of the year, such as during holidays, census or sale of radio licences, etc., ete., 
We beg you, Gentlemen, to honour us with your serious consideration and 
support to present before the Government our claims. Thanks. 


Yours very truly, 


The retired civil servants of 
Quebec, Montreal, Ottawa, Toronto, 
British Columbia, Alberta, Saskatchewan, Manitoba, — 
Nova Scotia, New Brunswick, Newfoundland 
and Prince Edward Island. 


DOMINION. FOUNDRIES AND STEEL LIMITED 


Hamilton, May 2, 1950. 
Rt. Hon. Louis St-Laurent, 
Prime Minister of Canada, 
Ottawa, Ontario. 


Sir: ‘2 
Recently, I was quite startled when I read that Canada’s annual social — 
security bill now stands at about $700,000,000. Knowing of the demands on 


your Government to increase pensions, I am writing to call your attention — 


to the Plan which our Company adopted 12 years ago, with the idea that 
possibly there is a way to provide pensions without a serious increase in taxes. 


Briefly, our plan is that all workers save 5% of their wages, up to a & 
maximum of $150 per year. Our Company contributes 10% of net profits 3 


with maximum four times employees’ savings. 

Has Plan succeeded? Yes, beyond our fondest dreams! 

Starting with 800 Fund members—now 2,000—workers have saved 
$1,735,444.67 (including interest) and their total credit is now $6,702,767.02. 

We believe our workers realize the Company’s contribution is not a 
“handout” but that they (the workers) can, and do, help to make the profits. — ‘ 


There is the added dignity of knowing their savings are an important part 


of the total credit. 4 
Could such a plan work across Canada? Frankly, we do not know, but 


suggest that the success of our Plan proves that it should be investigated. 


We do believe that most Canadians are ready and willing to use part of their | 
savings for investment in old age pensions. 


I am taking the liberty of attaching my ideas of how retirement security 


could be started on a national scale. I am also attaching copy of our Fund ~ 


contract booklet, and a copy of my own credit in our Fund. 


4 
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se In writing you my one thought is to draw attention to one type of 
_ pension plan which has been successful. A study of this set-up might possibly 
_ furnish ideas which could be used nationally. 


If we can be of service, please call on us. 
Sincerely yours, 


F. A. SHERMAN, 
President. 


CONTRIBUTORY PENSION PLAN 


1. This plan covers any Canadian under 60 years of age willing to set 
_ aside part of his savings for old age pension. 


2. No funded debt or liability to Federal or Provincial Governments, 
_ other than money to be collected, plus interest, this interest to be 6%, with 
_ Provinces paying one-half, or part of this high rate. 
3. Pensions to be in the form of Government Annuities. 
_ 4. Amount of pension to be determined by credits accrued. 
_ 5. \Cash surrender value in event of death or disability. 
2 6. Employee, or other participant, to save 5% of income up to $3,000. 
4 ($150 maximum savings). 
: 7. Employer to contribute minimum of 5% of employee’s wage up to 
_ $3,000. Farmers, doctors, lawyers, etc. to have the privilege of saving this 
extra 57%. | 
—_ 8. Plan to be mandatory for all industrial and commercial organizations. 
9. Credits to be transferable from one job to another. 
10. Collection to cease when sufficient to buy $1,800 pension per year, 
11. All payments to be tax free, payments out to be taxed. 
P 12. Employers willing to contribute or share profits (maximum four to 
- one, including mandatory 5%) to have the privilege of setting up additional 
pension funds. This would be a separate contract between employees and 


employers, but subject to Government approval. A special Government pen- 
- sion bond would be of great assistance for such funds. 


 - 


ie ; Tue Boarp or TRADE OF THE CiTy OF TORONTO 


-—) Toronto, May 5, 1950. 
qj The Chairman and Members ; 
. of the Joint House of Commons and Senate Committee 
a on Old Age Security. 
_ GENTLEMEN :— 

: The Board of Trade of the City of Toronto has noted that the question 
_ of Old Age Pension Security has been referred to a Joint Committee of the 
- House of Commons and Senate, and that there have been proposals made 

before the Joint Committee that this matter should be dealt with by reducing 

the age of entitlement from 70 to 65 years and by eliminating the means test. 

“S This Board is most grateful for the action of the Chairman of the Joint 
_ Committee in extending to May 6th the time for receiving a brief from the 
Board in order to give an opportunity to prepare a submission. However, 
because of the need for extensive study in this matter to develop statistical 
data on the factors involved and to relate whatever national scheme may be 
proposed to existing private pension schemes, which now cover more than 
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600,000 ‘Canadian workers, the Board has found itself unable to submit at 


this time more than a general statement of its position. 


According to the statement. made in the House of Commons on March 10th ~ 
last by the Honourable the Minister of National Health and Welfare, the © 
cost of Federal pensions in 1949-50 on the existing basis is estimated at — 
$94,000,000. Also, according to the estimates given by the Minister at that — 


time, old age assistance for Canadians free of the means test at the rate 
of $30.00 per month at age 70 would amount to $242,820,000 in 1951, rising 


to some $375,156,000 in 1971.. At age 65 the corresponding figures would be ; 


$396 504,000 for 1951 and $486,800,000 for 1971. 


These figures should also be considered in relation to the projection of — 
the statistics showing a trend to an increase in the proportion of Canadians ~ 
in the older age groups and a decrease in the proportion of Canadians in the ~ 
working-age groups. There is grave danger that the increased costs, as they — 


will be affected by the tendencies mentioned, will result in heavier charges 
than can be borne by the economy of the country without injury to it. 


Because of these facts, the Board of Trade of the City of Toronto recom- § 
mends and urges that much more study than is possible during the present — 
Session of Parliament should be given to the important matter of old age — 


security before there is any reduction in the age of eligibility for assistance 


or elimination of the means test. Also, time is needed to enable the carrying ~ 
out of exhaustive studies, some of which are understood to be under way at — 
the present time by highly competent personnel, with a view to determining — 
whether any better alternative plan can be devised within the financial means 
of the country having due regard for fluctuating economic conditions from ~ 


time to time. 

For these reasons the Board respectfully requests that no decision for final 
action be taken now and that a lengthy period be allowed to enable the 
thorough study which the subject deserves, and submission of the conclusions 
based on such a study. 


Respectfully submitted, 


F. D: TOLCHARD, 
General Manager. _ 


Brier By Districr Five, Unrrep Exectrricat, Rapio AND MAcHINE WoRKERS 
oF AMERICA 


To the Joint Committee of the House of Commons and Senate 
on Old Age Security 


May 5, 1950. 
Gentlemen: | 


On behalf of our 25,000 members working in the electrical, radio and — 
machine industries of Canada, our union, the Canadian District of the United 
Electrical, Radio and Machine Workers of America, welcomes this opportunity — 
to place before your Committee our views on the type of old age security 
provisions urgently needed in Canada today to provide in a dignified way for 
the welfare of our senior citizens and to contribute to the welfare of the whole 


community. 
For the information of the Committee we are attaching the resolution on 


old age pensions which was endorsed unanimously at our most recent annual — 


convention held in Hamilton, Ontario, September 19 to 21, 1949. : 
. After thorough discussion through the democratic processes of our union, 
1t 18 our considered opinion that a completely new system of old age security 
is required in Canada embodying the following principles: 


1. Pensions as a matter of right, without any means test. 


Mie 
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2. Pensions at a stated age, such age to be set at sixty years. 

3. Guaranteed minimum benefits sufficient to maintain minimum living 
standards at present prices,’ such benefits to be not less than the 
present maximum benefits under unemployment insurance, that. is, 
$62.40 per month for each pensioner. 

4. Full benefits to be paid immediately. 

5. Universal pensions, to be paid to all Canadian citizens on reaching the 
stated age. 

6. Full federal government responsibility for the payment of such pensions. 

7. Pensions to be financed on a non-contributory basis, out of the general 
revenues of the government. 


It should be noted that our proposals call essentially for applying the same 
principles to the care of our senior citizens that Canada has so successfully 
pioneered in for the care of our children through the family allowance system. 

» We strongly urge establishing a system under which pensions are assured 
as a right, without any means test. 

Only ‘a small fraction of Canadians have been able to set aside during their 
working years adequate reserves for their old age, and at today’s high prices 

more and more families are finding it necessary to use every cent of their current 
income for daily living expenses. 

The present means test is humiliating, an invasion of privacy, and a source 
of friction within the family. It puts a stigma of charity on the whole plan 

_ which deters many of our finest citizens who have devoted their lives to building 
up this country from claiming even the meagre rights to which they are entitled 
now. 
J It calls for an elaborate and costly administrative system, and fosters discri- 
- mination because of the difficulty of establishing uniform standards of inter- 
_ pretation. 
It stands in the way of developing private plans such as industrial retirement 
_ plans, which could be readily developed as a valuable supplement to a universal 
_ pension payable as a right which served as a “floor” for all additional provisions. 
It limits the whole plan virtually to a relief level, sacrificing the opportunity 
not only to bring some small happiness and comfort to our senior citizens but 
~ also to permit their “potential” demand as consumers to become an “effective” 
demand for consumer goods, thus maintaining markets and jobs. 
We strongly urge a reduction in the pension age to sixty years. ; 
Already workers of sixty and over are finding it more and more difficult to 
- find jobs; many who are working are doing so at the expense of their health, 
_ while many are forced by their insecurity into unsatisfactory jobs and low-paid 
_ work by which they unintentionally undercut the standards of other workers. 
4 Already short time, layoffs, and unemployment have become ‘a serious 
national problem. Providing pensions for all citizens aged sixty and over would 
open some job opportunities directly for younger workers by permitting some of 
the older workers to retire, and would help to maintain job levels by stimulating 
‘the market for consumer goods. i . 

We strongly urge the establishment of a guaranteed minimum pension, which 

we believe should be set at not less than the present maximum benefit under 
- unemployment insurance, that is, not less than $62.40 per month for each 
pensioner. 

The present maximum old age pension of $40.00 per month, supplemented 
in some provinces by small additional payments in cases of dire need, is at 
present prices little more than a protection against outright starvation. 

Our proposal would not by any means provide an adequate living standard, 
‘but it would at least be an improvement over the present very inadequate 
provision. 


1008 JOINT COMMITTEE. Ge ees ae 


It would provide a uniform “floor” upon whit individuals and groups a 
could build supplementary plans to provide more adequate pensions. q 

An increase in benefits at this timé would of course also contribute to 
maintaining consumer demand and so to economic stability and job opportunities. — 

We strongly urge that the full pension benefits provided for under any pian 
be put into effect, immediately the plan is approved, without any long drawn 
out process of building up pension rights over a period of years. We believe 
that the old age pension should be looked on as the right of every Canadian 
citizen of older years just as the family allowance is the right of every Canadian 
child. Any provision for only a gradual accrual of rights would be unfair to 
our present citizens of pension age and those already too old to establish full 
rights. It would also call for an unnecessarily complicated administrative 
machinery. 

We strongly urge a universal pension plan on a national scale, under which — 
the guaranteed pension would be paid to all Canadian citizens who have already — 
reached the stated age and to all reaching it in the future. Any other type of 
plan leaves room for discrimination in treatment between individuals depending 
on the province in which they live, the lengh of time they have lived there, or the 
industry in which they work. Only under a universal national plan can there 
be assurance of protection for the people who need it most. 

We believe that the responsibility for such a universal national plan must 
rest essentially with the federal government. Any attempt to divide the financial 
responsibility with the provinces would put an impossible burden on the less 
economically developed provinces or re- -introduce discrimination against the 
Canadian citizens who live in these provinces. =. 

We would further emphasize here that a uniform national plan of universal — 
pensions without a means test of a guaranteed amount at a stated age is the © 
fairest, most efficient, most economical, and most socially valuable, method of ¥ 
making adequate provision for our older citizens. a 

Such a plan must necessarily be a government plan. Even the best of — 
privately organized plans can never achieve the full coverage of all citizens 
that 1s required and may have long run social and economic consequences that 
are not in the best interests of the whole community. q 

We believe that industrial pension plans, for example, are in no sense a 
substitute for a national plan. They cannot possibly be extended sufficiently — 
widely to protect every Canadian citizen, and under the present conditions — 
where there is no basic old age security on a national scale it is difficult to — 
eliminate the employer-imposed requirement of long service with a single 
company which tends to restrict employment opportunities for older workers, | 
to restrict labour mobility, and to establish a relation of dependence on the — 
employer that militates against independent labour organizations and genuine 
collective bargaining. Once the present barrier of the means test is removed, ° 
however, they could be a valuable supplement to a national government — 
“floor” plan, providing additional protection. ‘ 

We further believe that the only appropriate method of financing the | 
national plan which we propose would be on a non-contributory basis, paid 
ee teas by year out of current revenues from the general government, revenue ‘ J 

un 

It may be argued that it is necessary to build up reserves, because the’l 7 
cost of any plan adopted now will grow steadily from year to year as the 
population grows older. But also year by year, unless interrupted by depres- § 
sion or war, the national income will rise as a result of increasing productivity 
and so will the government funds available to assure adequate care for our — 
older citizens. In spite of an increasing number of pensioners and also some _ 
increase in the maximum pension benefits payable the proportion of total — 
national income being devoted to old age pension payments today is less 4 
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than it was twelve years ago. The plan that we are proposing now would 
almost certainly take a slightly smaller proportion of the national income 
ten years from now than it would next year, and an even smaller proportion 
twenty years from now. 


There are many practical reasons for proferring a non-contributory plan, 
to any form of contributory plan whether it should take the form of the 
traditional payroll deduction method used in Great Britain and the United 
States or of some new form of social security tax or even a special income 
tax ear-marked for social security. Some of these reasons are particularly 
important in Canada because of the constitutional and economic structure of 


our country. 


. A non-contributory plan could be introduced at once by action of the 
federal government alone. It would not require any protracted negotiations 
with the provinces such as would be required under a contributory plan. 

A non-contributory plan could be applied universally to all citizens much 
more easily and would require less administrative machinery than a contri- 
butory plan. Contributory schemes of any kind are very difficult to administer 
unless they are confined to groups with clearly definable incomes, which means 
essentially to wage and salary earners and even there only to those with 
relatively stable employment. In a country like Canada, with its large self- 
employed population and its high degree of seasonal employment, any plans 
so limited in its coverage would fail to protect many of the people who need 
protection most. 7 

The experience of other countries has shown that the introduction of a 
contributory old age security plan does not solve the immediate problem of 
providing for the older citizens now, and that a parallel non-contributory plan 
has to be maintained for many years. During these years the contributory 
plan provides only low.benefits, requires costly administrative machinery, and 
calls for heavy contributions which limit the purchasing power of the contri- 
butors who are the basic market for the products of modern mass production 
industries. For example, in the United States, after fifteen years of operation 
during which workers and employers have each been contributing 14 per cent 


of payroll, the average contributory pension paid today is only $26 a month. 


A non-contributory plan financed out of general government revenues 


adheres much more closely to the principle of ability to pay and allows much 


more flexibility in adapting the taxation system to the overall needs of the 
country than any type of contributory plan. A non-contributory plan allows 


_ for the financing of all essential public services on an integrated basis. A 


non-contributory plan permits the whole tax structure to be organized so as to 
contribute to economic stability and progress. A non-contributory plan makes 


_ possible the redistribution of national income in a more equitable way, which 


will channel buying power into the hands of the people who are most likely 


to use it to purchase consumer goods and so to maintain markets and employ- 


ment, where a contributory scheme at best redistributes income within a 
narrow range of income groups who all need their full current incomes for the 
necessities of daily life. A non-contributory plan does not require any building 
up of large reserves which drain off the purchasing power of the people and 
raise serious problems of investment for the frozen funds. 

The Honourable Mr. Martin, Minister of National Health and Welfare, 
supplied the House of Commons on March 10 this year with a table showing 


_ the costs of various plans. According to this table the present annual cost of 


; 
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the plan that we propose, providing a universal pension with no means test at 

sixty years of age of $60 a month, would be $1,175 millions. The cost of a 

similar plan but with the higher age requirement of sixty-five years would be 

$793 millions. The extra costs of a $62.40 per month plan would probably 
63095—5 
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be covered by the $135 millions a year that the federal government and the — 
provinces are already spending under the present limited and unsatisfactory — 


plan. 
The Honourable Mr. Abbott, Minister of Finance, has taken the position 


that social security can only be improved if additional taxes are raised. But 


in this coming year the federal government is planning to spent $425 millions 
on the army, navy and air forces and on research for war, over half the addi- 
tional cost of an adequate plan of old age security (over 80 per cent of the 
additional cost of the sixty-five years plan) which would assure more jobs, 


‘more economic stability, and so more tax returns to the government, as well 


as bring some comfort and happiness to over one and one-half million Canadians 
who have in their own lifetime endured the horrors of two world wars and 
one world-wide depression. 

Then, too, if the federal government had applied the same tax rates 
to corporate profits in 1949 as it applied in 1945 it would have collected $303 
millions additional revenue. 

We cannot agree with the Prime Minister that the cost of adequate provision 
for our older citizens is too high for this country, with his view that “we cannot 
have that proportion of the income of the nation derived from ordinary taxation 
devoted to old age pensions” (Hansard, Feb. 20, 1950). In our opinion we 
cannot afford to have less. . 

Layoffs and short time are already a major national problem because the 
buying power of the Canadian people is not keeping pace with the tremendous 
expansion of industrial capacity of the last few years and cannot absorb the 
flood of goods that Canadian industry 1s now equipped to produce. Additional 
income placed in the hands of our older citizens now would quickly change this 
large “potential” market for Canadian consumer goods which is now choked 
off by lack of income to buy into an “effective” market. Similarly an assurance 
of protection in old age for hundreds of thousands of Canadian workers and 
other small income families who are painfully striving to set aside some small 
reserve would free them from the haunting fear of insecurity and allow them 


too to become more “effective” consumers. Such a rapid expansion of consumer _ 


buying power is precisely what is needed in Canada today to assure jobs and 
a high level of economic activity. , 


The cost of adequate provision for our senior citizens in terms of dollars | 


may seem large. But so are our obligations to the men and women who have 
given their lives to build our country, and so are the costs of depression and 
economic collapse. No modern nation can consider itself civilized that does 
not care in a dignified way for its aged, its children, and its sick and disabled. 
If by spending 7 per cent of Canadian national income on our older citizens, 
and by so doing giving them the opportunity to buy the products of Canadian 


industry and to keep Canadian workers at work, the money will be well invested 


in the future of this great country of ours. 


We strongly urge the importance of establishing a comprehensive modern 


system of old age security in Canada today. The plan we have outlined here 
embodies the basic principles which we feel it is essential to establish now in the 


immediate interests of our older citizens and of the nation as a whole, and — 
which we feel are the most appropriate principles on which to base a plan of old _ 


age security in Canada to protect our older citizens in coming years. 
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lag Resolution unanimously endorsed at annual convention of District Five, 
_ United Electrical, Radio and Machine Workers of America, on September 19 
to 21, 1949, at Hamilton, Ontario: 
q Wuereas: the care of our aged people is a clear cut responsibility, and 
WHEREAS because of the miserable pittance presently paid to old age 
pensioners, they are living in a state of semi-starvation, and& 
Wuereas: Federal and Provincial Governments have and are using 
the plight of the old age pensioners as a political football; 
x THEREFORE BE IT RESOLVED: that this Annual Meeting of District Five — 
Council demand that the Federal Government accept complete responsibility 
for Old Age Pensions, and that pensions be immediately increased to a 
minimum of $50.00 per month at the age of 60 without the means test, and 
Br it Furtuer Resouvep: that on the basis of established need, this 
amount to be increased to at least the marimuwm amount paid to an unem- 
ployed person under the Unemployment Insurance Act. 


AMERICAN STOCKHOLDERS’ UNION 
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Toronto 1, CANADA 
May 8, 1950. 


_ To—The Old Age Security Committee of the Senate and Commons: 
This brief is respectfully presented to you as a viewpoint of ownership in 
_ general and of owners of corporative stock in particular. 

At this time, you have already received sufficient submissions to indicate 
that practically all citizens of Canada want security provision for the aged, 
_ but, in presenting briefs, little has been said by any, and nothing by most, to 
pinpoint the source of additional funds necessary to extend present pension 
_ payments. 

-_In this day and age of everyone wanting more for less, you may agree that 
_ the problem of serving larger portions from a smaller pie is acute: it cannot be 
_ truthfully stated that the pie is larger now than before. Such larger portions 
_ that are presently being received by labour, and by the farmer through subsidies, 
are obtained through paying government bond investors 6-4 loaves of bread for 
each 10 loaves invested, by last year’s 10 per cent tax increase to foreign 
investors in Canada, and other similar measures detrimental to the welfare of 
the owner class. 
_  +Whao is to provide the money for what would soon amount to a billion 
dollars a year if the ideas advocated by some should become effective? It would 
not be labour, the union members of which now enforce their demands on a 
take-home-pay basis, with unemployment, accident, holidays, pensions, ete., 
disregarded as active income. Nor would it be the farmer so long as he is 
subsidized to produce at a loss. 
The only source remaining is ownership—that thrifty group which, instead 
of. converting wages, salaries or profits forthwith into consumer goods, re-invested 
‘in future Canadian trade expansion. This group has not been vociferous. It 
consists of stockholders, bondholders, property owners, insurance beneficiaries, 
individual businessmen—and farmers—together with those who have invested 
heir time and money in becoming proficient in professions; also those citizens 
—- 63095—5} 
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of other countries who have believed in’ Canadian integrity and therefore 
invested their funds with us. Undoubtedly the thought in the minds of labourites 
and socialists is to dig still deeper into the pockets of ownership. ‘ 

' “Much is being said of the loose promises made in last year’s election 
campaign to abolish the means test, but the end result of that election was an 
overwhelming defeat of socialism. The promises made by candidates are of 
little moment: the thing that matters is the verdict of the electorate. We 
respectfully eontend that the will of the people should not be thwarted by a 
piecemeal institution of socialism—but that is exactly what would happen if 
pensions were paid to “have-nots” by money taken from the “haves”. | 

We could elaborate at length on the hard work and thrift which has created 
Canada’s body of one and a half million stockholders—and add to the number 
those indirect owners who save through insurance policies. The forces of owner- 
ship outnumber labour’s political pressure group, but ownership has not main- 
tained a similar political pressure system. Representations made on behalf of 
ownership have been left to management, which is highly restricted because it 
possesses no mandate from its employing shareholders other than to conduct 
specific company business. , | ) 

Government maintains highly expensive departments for the benefit of 
labour and farmer, and in greater part pays for these services with money taken 
from industrial ownership. Nothing is given to industrial ownership by govern- 
ment in return for the enormous sums received from it. As a consequence, 
government is actively engaged in disseminating propaganda favourable to 
labour and farmer, and detrimental to ownership. 

In the circumstance, it would be most unfair to arrive at a decision in this 
matter until such time as opportunity for publicity and propaganda has been 
made equal to all concerned. Already the take-home-pay to ownership from its 
earnings is down to about fifty-five cents on the dollar, while that of labour is 
more than ninety cents. Any further discrimination will intensify the strike of 
capital now in progress, leading to complete statism with its attendant evils. 


We therefore recommend: 


ist. That no action shall be taken by government to extend old age security 
payments within a minimum period of eighteen months. | | 
2nd. That within a period of six months the Department of Finance, or some 
other suitable department of government shall make available to overall owner- ~ 
ship publicity media adequate in its relationship to that now given to labour by 
the Department of Labour and to farmers by the Department of Agriculture. 


Respectfully submitted this eighth day of May in the year of our Lord 
one thousand nine hundred and fifty. ) 


AMERICAN STOCKHOLDERS’ UNION, 


Per: THomMAs A. SUTTON, 
Organizer. 


SUBMISSION BY THE DIVISION ON OLD AGE OF THE WELFARE COUNCIL OF 
GREATER TORONTO | 
To: The Joint Committee of the Senate and House of Commons on Old Age 4 


Security— ; cr 
¢ 


The members of the Division on Old Age of the Welfare Council of Greater — 
Toronto wish to make four suggestions for the consideration of the Parliamentary — 
Committee on Old Age Security. The Division on Old Age includes public. © 
health nurses, matrons of homes for old people, doctors, home economists, social — 
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workers, Salvation Army Officers, ministers, recreation leaders, and board 
members from thirty-five organizations working with old people. (See list 
attached.) This broad representation of lay and professional people from public 
departments and privately-financed services, from Jewish, Catholic and non- 
sectarian groups, agree that the following points regarding old people in this 
metropolitan area, merit special attention: | 


“A. Employment: 


Work is essential to the old person’s mental health. If our present retire- 
ment policies continue and the proportion of old people increases, the financial 
burden on workers will be too heavy. Old people, therefore, should be employed 
as long as they are willing and able and there should be nothing in the old age 
security plans and legislation to discourage their participation in production. 
The retiring age should not be fixed by chronological age. 

We submit, therefore that the Department of Labour be asked to make a 
study of opportunities for full employment and, in addition, to study the 
relationship between part-time employment and sheltered employment, and 
the need for using the skills and experience of people who no longer can do 
a full day’s work. 


2. Old Age Allowances: 


For those who are no longer able to support themselves by their own work, 
an adequate national old age allowance should be provided to cover the ordinary 


needs of food, shelter, clothing, laundering, recreation and incidentals. 


We recognize the great range of living costs in various parts of Canada, 
of which the most important variable is the cost of living accommodation. It 
appears, therefore, that if the basic old age allowance is at a rate which is 
nationally acceptable, special plans for providing low-cost and suitable quarters 
for well, old people must be made in high-rental areas, such as Toronto 

Large urban centres have many people who move into the city late in life. 
In Toronto the living facilities have been geared to family life rather than. to 


_ single persons. Older people are not acceptable as roomers in many of our 
rooming houses and housekeeping privileges are denied to old people. We need 


apartments of one, two or three rooms for single old people and couples, at a 


rental which is within their ability to pay, and situated close to stores, churches 
‘and trasnportation facilities. 


We suggest, therefore, that Central Mortgage and Housing Corporation 


_ be advised to use some of its research funds for study of living accommodation 
for up-and-about old people as part of communty planning. 


3. Old Age Assistance: 


The basic pension will, at the best, take care of only ordinary needs, and 


_ provision must be made for extraordinary expenditures such as the purchase of 


medical appliances, dentures, glasses and repairs thereto, special diets, heavy 
overcoats, special shoes. ; 
We urge that the Dominion-Provincial Conference, called for the autumn 


v . . . 
_ of 1950, consider a special assistance program based on the personal needs of 


elderly people not eligible for old age allowance, as well as for those in receipt 
of an old age allowance. 
4. Medical and Nursing Care: . 

Very little attention has been given to the needs of sick and infirm old people. 


_ We, therefore, urge that provision be made for study and research in geriatrics, 
_and that the medical, nursing, nutritional and rehabilitation needs of old people 


be considered as an integral part of any national or Dominion-Provincial health 


program. 


May 8, 1950. 


# 


1014 


JOINT COMMITTEE 


/ 


DIVISION ON OLD AGE 1950 


Organization and Address Representative Address Telephone 
Medi 288 Bloor De Geo. S. Young...... 82 Four Oaks Gate..... HA 4354 
Si ae aa Dr. C. A. Warren... 530 St. Clair Ave. W......ME 5355 | 
Canadian National Institute for the ver R. Palmer.. .. {186 Beverley St......... WA 2331 RA 5709 
Blind, 186 Beverley St. So Ws he Caven. Bee Ne 5a IN antOn A VG, zoe. RA 2325 
Catholic Welfare Bureau, 67 Bond|Mrs. P. O’Sullivan...... Gis BOnGotey. Leesan EL 3155 
St. 
Central Neighborhood House....... Mrs. E. Bethune........ 349 Sherbourne St....... RA 4212 
Church Home for the Aged. 87/Sister Mabel, S.S.J.D...|87 Bellevue Ave......... MI 8816 
Bellevue Ave. 
Council of Jewish Women, 44 St.|Mrs. Julius Rothblatt...|/Frontenac Arms Hotel..J/EL 8006 
George St. 306 Jarvis St. 
Mrs. H. T. Thomson... .|1660 Bathurst St........ OR 1257 
Deaconess Assoc. of United Church.|Miss Etta Hart......... Fred Victor Mission.....]EL 6289 
147 Queen St. E 
Dept. of Public Health, City Hall.|Attn: Miss V. Carroll....) Dr. G. P. Jackson,..... PL 6481 
(465 Bay St.) M.O.H., City Hall 
Attn: Miss G. McIntosh|Dr. G. P. Jackson, 
(465 Bay St.) M.O.H., City Hall 
Dept. of Public Welfare, 465 Bay St.|Miss R. J. Morris....... 460 Bayi Stent sauna WA 1082 
Miss M. Douglas........ 465 Bay St.. {WA 1082 
Diocesan Council for Social Service./Mrs. H. L. Enman......|47 The Kingsway.......|/LY 3305 
Rev. C. J. Frank....... 10 Trinity Square....... EL 1027 
Downtown Church Workers, 65|Sister Teresa............ 32 Lowther Ave......... KI 5384 | 
Church St. 
Good Nesehbours Club, 55 Gould St.{Mr. Roland Webb....... 55 Gould St.............]WA 6807 
Mrs. M. Birchard....... 37 Metcalfe St........... MI 3886 
House of Dearrenean 65 Power St.|Sister St. Paul........-. GOvPOWEr Selle ae EL 6095 
Ina Grafton Gage Home, 2 O’Con-|Miss A. E. Lang........ 2 O’Connor Drive....... GE 3366 
nor Drive. Rev. R. C. Chalmers. . .|533-299 Queen St. W..../AD 1797 
Jewish Family and Child Service,|Miss Sarah Rhinewine..}179 Beverley St........ PL 5831 
179 Beverley St. Mrs. D. Vise............}15 Elderwood Drive... 
Jewish Social Service Agencies, 150|Mr. Ben Lappin......... 150 Beverley St......... AD 0491 
Beverley St. 
Julia Greenshield’s Home, 586 Uni-|/Mrs. P. Sifton.......... 586 University Ave.....|EL 2732 
versity Ave. Mrs. C. K. Hofmann....|1 Clarendon Ave........ MI 2632 
Lambert Lodge, 350 Christie St..... MrGuEi>LeBers: eo): 9350 Christie: Stub 2: AD 0715 
Alderman A. H. Cowl-|21 Evans Ave.........../ME 5772 
ing, Jnr. ie 
Laughlen Lodge, 87 Elm St........ Miss Irene Sherrin......./87 Elm St............6. AD 0715 
Neighborhood Workers Association,|Miss G. K. Charles..... 13 ‘Gifford Stes jane KI 3126 
22 Wellesley St. Mrs.- H.C. Woodw. «i. RR No. 2 Pickering,|SCARB. 2262 
Ont. 
Red Cross Soldiers’ Club, 674/Mrs. P. G. Thomas..... 674 Dundas St. W......” “|WA 5133 
Dundas St. W. Mrs. W. E. Berkinshaw..|400 Russell Hill Rd.....}HU 6234 
St. Elizabeth Visiting Nurses,|/Mrs. Arthur Kelly...... 3 Mackenzie Ave........|MI 9014 
67 Bond St. Mrs. Mildred Enright/67 Bond St............. EL 3803 
Salvation Army, 20 Albert St....... Lt. Col. V. Pearl Payton|538 Jarvis St............ PR 2563 
’ Maj. Benjamin Bourne. .|248 Dufferin St. 4 
Second Mile Club, 192 Carlton St... .|Mr. John Falconbridge. .|192 Carlton St.......... MI 4641 
Mrs. Florence Warriner..|20 Sutherland Dr., Lea-|MO 0717 


side, Toronto 17. 
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Organization and Address Representative Address Telephone 


a 


; Society for Crippled Civilians,/Mr. B. E. Parks........ EGET VIN Gh ut WA 6141 
S91 Jarvis St. Dies MOBSCY tac chet PL GSrVin Oke cece, acute WA 6141 
Social Service Assoc. of Toronto|Mrs. H. E. Rykert..... 70 Poplar Plains Rd..... MI 4142 
Gen. Hospital. Miss Pauline Steeves....|/101 College St.......... AD 1271 
ptrac han Houses, 790 Queen St. W...{Mrs. B. W. Thorne...... 388 Quebec Ave.........|JU 5504 
3 Miss Kathleen O’Grady.|790 Queen St. W........ WA 3767 
_ Toronto Aged Men’s and Women’s |Mrs. D. F. Palmer...... 223 Ellis Ave........... JU 3737 
Re Sbomes,) Mrs. J. Wm. Gale. ...... 83 St. Clair Ave. W. KI 2084 
Toronto Jewish Old Folks’ Home, |Mr. A. Rovner.......... Acme Cloak Co. Ltd.,|PL 6261 
+31 Cecil St. 110 Spadina Ave. 
‘= Mr. B.M. Gottlieb...... SLICGCH Pua key eo eEe WA 4886 
; _ Toronto Men’s Hostel, 229 Gerrard|/Mr. F. W. E. Barth-|245 Wright Ave......... LO 6472 
a St. E. olomew. 
s y Mr. B.-C. Harvey....:. 229 Gerrard St. E.......|MI 8572 
Victorian Order of Nurses, 281 Sher-|Miss Ella Grant...... ..|275 Huron St............ RA 6323 
bourne St. Mrs. H.M. Cassidy..../2 Heath bridge Park|MA 5724 
4 Rd. 
4 Victorian Order of Nurses, York|Miss B. I. Wilson....... 2356 Dufferin St........ KE 4200 
_ Township, 2356 Dufferin St. 
Visiting Homemakers Association, |Miss Aileen Coate.. . f ObL Huron teers RA 1179 
511 Huron St. Miss Margaret T. Saer.../Apt. 6, 21 Avenue Rd..../MI 4513 
2 Women's Patriotic League. Mrs. Edgar Duthie..... 125 Balmoral Ave.......|MI 1466 
’ 90 Isabelia St. Mrs. Peter Kirkness..... 90 Isabella St........... KI 2522 
4 ‘Women Electors. ...0.0...00.) 0.02.05 Mrs. I. R. Pounder..... 19 Glen Gordon Rd.....|LL 7956 
q 
: CO-OPT MEMBERS. 
q 
- Name . Address Telephone 
q Lt. Col. Hilda Aldridge........... PBCO Tan tr et ote. eye cio hi. a dike Epc eee ote RE 8642 
_ Mr. Stanley Crow...... LAs eH Dept. of Public Welfare, Province of Ontario,;AD 1211 
q Queen’s Park. 
Miss Gertrude Dunham........... National Employment Service, 200 Bay St...... AD 8341 
Mr. W. J. Feasby...... Seu WBUAA. 5 GEE Wy INAPTINOTOTAN BSA.) tabling Ages Cees eS LY 6310 
Mrs. by PER AE Se i A sO Saar PETIMCOCATINUr AVES G2 8. ne ase cote foods KI 5467 
‘G Pepe, Fe Emdlaw,. Ges Mie oes. Dept. of Public Welfare, Province of Ontario,JAD 1211 
eh Queen’s Park. 
_ Miss May McDonald.............. Pee Lahaye ver, isch: be fa ee HA 8775 
Miss Ruth Mackenzie............. AP sie AWE; WS v7 teas QUA Ton ees ena ap es 
' Miss Helen Parsons............... BP Vary spon MOLLE pits t ne f.4t ai 4 <acee NAS ae es 2 t AD 6641 
“Mrs. H. M. Paitin reed ions, 5 Globe & Mail, 140 King St. W......-.......00065 WA 7851 RA 3888 
Dr. WY PAP JOGULE SIE Deter ak Pe Ghiter ha Ca Ne ee Ree si WA 3871, Loe. 144 
Mrs. mM a Spaulding, ori. 22. BCPA T Ore Veeco e Mads etn <2 tees ep memies Ue ax os « MI 8661 


- Miss Mary Lowering... . 0652.0: Wieser tte, ot. 30 2s dae < tate ea oso os RA 6210 
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SUBMISSION BY H. C. OSBORNE 


1304, Gordon Ave., Hollyburn, B.C. 
Ist May, 1950. 


Mr. James Sinclair, M.P., 
Ottawa, Ont. 


Dear Mr. Sinclair, 

The Special Committee on Old Age Pensions appear to be having considerable 
difficulty regarding the elimination of the means test. 

I would like to suggest, if you deem it has sufficient merit, that you pass the 
following formula to this committee. 

1. Pay O.A.P. to all persons over ? years of age who apply for same. 

2. All persons in receipt of O.A.P. be required to file a special income tax. 
return annually, showing total amount of income received from all 
sources, including O.A.P., Disability Pension, ESAS Insurance, 
etc. 

3. Where the total income from all sources exceeds the usual statutory 
exemption, the amount of income in excess of the statutory exemption 
and up to the amount of O.A.P. received shall be subject to a special 
100 per cent tax. The income remaining will then be assessed in the 
usual manner. 


The several advantages of this plan will, I think, be apparent without further 
elaboration by me. 
Yours truly, 
(Sgd) H.C. OSBORNE. 


FLIN FLON COUNCIL ON REHABILITATION AND POST WAR 
RECONSTRUCTION 


RESOLUTION ON SOCIAL SECURITY IN INDUSTRY 


Whereas the studies and deliberations of Councils on Post War Recon- 
struction are many and varied, and 

Whereas the same studies are all directed towards security of a livelihood 
for both the returned men and civilians alike, and 

Whereas the kind of security aimed at should be a permanent nature, and 


Whereas the Advisory Committee on Post War Reconstruction under the — 4 
chairmanship of Dr. Cyril James, have presented a plan on Social Security to the 


Government of the Dominion of Canada, and 

Whereas we are of the opinion that a solution to some of our anticipated 
Post War Problems may well be presented by Local Councils on Post War 
Reconstruction, and 

Whereas we are further of the opinion that an interchange of ideas combined 
with free discussion, will eventually produce a solution. | 


Be it therefore resolved that the Flin Flon Council on Rehabilitation and 


Post War Reconstruction petition the Members of the Government of the ‘5 


Dominion of Canada to give earnest consideration to the attached Report out- — ’ 


lining our Proposed Plan for “Social Security in Industry.” 


(Sed) C. STEVENTON, 
Chairman, Committee on Social Security. 
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SociaAL Security In InpustTRY 


The topic of conversation these days generally turns to some prescribed 
means of attaining Social Security. Just exactly what is meant by Social 
Security is sometimes somewhat vague, yet all agree that the blanket term 
anticipates a betterment of conditions, particularly for the working classes. 

The various forms of Social Security already presented, both here and in 
the Old Country have tken into consideration such benefits as Unemployment 
Insurance, Dental care, Medical Treatment, Maternity grants, Industrial dis- 
ability, etc. No one can deny that these measures are all beneficial in so far 
as they tend to make the working classes secure from conditions that may or 
may not arise. Some people may get along very well without having to pay 
excess sums for Dental care, others may be comparatively free from the need 
of expensive Medical attention. The Unemployment Insurance does not cover 
every employee but only certain categories. These various phases of Social 


_ Security are already under consideration and will, therefore, eventually find their 
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place in the security set-up. 

On the other hand there comes a time in every man’s life when he either 
passes on thereby escaping the worries of his later years, or, he attains an age 
when he no longer has a place in industry. 

This latter condition is brought about by several reasons, some of which 
will be rectified by Social Security measures now being considered. By this, we 
mean that the mental state of the individual will be improved by less worry, 


_ together with the fact that whatever ailments or sicknesses may occur will be 


taken care of. The mental state will affect the physical state, thereby enabling 
the workman to continue in health for a longer period. 
There is, however, a long span of life in which a person must continue to 


_ work before attaining the age at which he is entitled to what is now called, the 


“Old Age Pension”. 

Some Social Security measures have deemed it wise to reduce this age limit 
from what it is at the present time together with a slight increase in the Pension 
Benefits. | 

Social Security measures should be all-embracing in their scope but must of 


necessity be arranged to accommodate each branch of individual enterprise. 


_ Industry is the predominant factor in Canada’s Economic System. The training 


given the men in His Majesty’s forces is an indication that Industry will be the 
preferred vocation of the returned men. With this thought in mind together 


with the fact that we are more conscious of and conversant with Industrial 
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problems, this discourse is restricted to the problems of Social Security in 
- industry. 


It appears that the main reason for concern with all of the great economists 


is the fact that industry has never been able to accommodate all the people who 


have desired employment. It is foolish to bribe our imagination with the dream 
that the Post War Economic World will remedy altogether this lapse of employ- 


- ment, particularly will this be true if the same system in industry is adhered 
to, and aggravated by, the additional number of recruits to its ranks after the 


war. 
We repeat, the most vital phase of Social Security for the new world is a 


- measure that will guarantee employment for all who would ordinarily seek 


ij 


7 
ft 


a 
. 
> 


employment in industry. This can be accomplished by regulating industry 


insofar that one man is prepared to retire when another young man is ready 


to start. 
' By the phrase, “Prepared to Retire” we mean that he will have reached 


- the age when he will have given his best to industry and can be replaced to 


better advantage by a younger man. This, however, is not all. He will have 
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built up an estate for himself by contributing to a Pension Fund, commencing — 
with his first pay cheque. The average person does not expect to get much for | 
nothing and would, therefore, be prepared to contribute to such a scheme. This 
does not mean that he should be expected to contribute all, but rather that 
his contributions should be subsidized by contributions from other sources. At 
the present time there are in force various Pension Plans amongst the larger 
industrial plants, the civil service, etc. These Pension Plans differ in some 
respects but most of them work on an Employer-Employee basis. The age at 
which the employee retires is, however, too advanced and could be reduced 
by the contribution being augmented by the Government from taxation. The 
government’s contribution would make the whole more equitable if based on 
income tax figures. 

The plan would also need to be compulsory in order to make it Nation 
wide, and by being Nation wide, an employee would be at liberty to move from 
one employment to another and still retain his or her membership. The contribu- 
tions should be based on a percentage of the employee’s earnings and the 
benefits should be based on a cost-of-living index at the time the benefits are 
paid, at the same time being commensurate with his or her obligations. The 
age at which the Pension should mature should be Fity-five (55) and if an 
employee retires at that age he would receive this pension but if conditions 
at that time warranted, he may continue to work but should not receive his 
pension in addition to wages earned. In any event, retirement from industry 
should be compulsory at sixty (60). 

The cost of a pension scheme with a low retiring age is much more — 
expensive than one with a higher retiring age, but having regard to our endeavor — 
to prove from the point of view other than Financial, the desirability of retire- 
ment at fifty-five (55), is it not worth while to pay the bigger bill, for after 
all it is a life pension that is needed—not a burial allowance? It will certainly 
be said that many men are at their best around sixty (60) and well known 
names can be instanced to support such a view, but as a rule those men are 
not the type of people who would require the protection of a pension scheme, ~ 
and among the great army of rank and file to whom especially pension schemes . 
are applicable, the earlier age of retirement seems to be desirable. : 

The Pension Scheme should be controlled by a Dominion Government 
Board. It would be the duty of this board to have complete data at all times _ 
with respect to the cost-of-living index and the condition of industry with ~ : 
regard to employment. | 

Although retirement from industry should be compulsory at age sixty, there — 
would have to be exceptions made as conditions warranted. oe 

If conditions prevailed whereby industry was in need of more help tha 
was available below the retirement age, industry could make application to the 
Control Board for permission to offer employment to employees beyond the 
normal retirement age. By the same token, employees who had been previously 
retired should be in line for re-employment by their own willingness and the _ 
Board’s sanction. 3 

The Control Board should also decide whether certain employees were 
indispensable in particular industries and could make exception whereby they — 
would be allowed to continue in employment beyond the normal retirement age. 

As no employee, large or small, high pay or low pay, should be exempt — 
from the scheme, we realize that in all fairness to industry, some exception — 
would be necessary. By this means officials of industry would be able to ~ 
continue in that capacity beyond the normal retirement age. i 

This scheme would leave industry free for employees up to the age of 55 
and would assure security at an age when the employee would be best able to — 
enjoy the fruits of his labour. fae 
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A SUMMARY OF THE SCHEME AS PROPOSED MAY BE MADE UP AS 
FOLLOWS COMPULSORY CONTRIBUTARY PENSION PLAN 


Control: To be controlled by a Board appointed by the Dominion Govern- 
ment whose duties would be to Administer the plan and to make decisions 


- with regard to employment as deemed necessary by conditions. 


Contributions: To be split three ways, employee one-third, employer one- 
third, Government one-third. 

The employee’s contribution should commence with his first pay cheque 
and continue until one of the following conditions had been fulfilled: 

(1) If the employee’s contribution, when based on the set percentage of 
his wages or salary, exceeded the total required to mature the maximum pension, 


Sif paid for 35 years, then the employee’s contribution should cease at a time 
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when the required amount had been paid. 

(2) If the employee’s wage or salary was so low that the set percentage 
paid over a period of 35 years, was insufficient to mature the minimum pension, 
then the employee’s contribution should cease after paying for 35 years. 

(3) If the employee reached the normal compulsory retirement age prior 
‘to the time when his contribution had been sufficient to mature the minimum 


pension, then the employee’s contribution should cease upon retirement. 


In any event contributions should not be made for-a longer period than 


35 years. 
| The employer would make his one-third contribution as long as the 


employee worked for him. The Dominion Government should make its contri- 
‘bution from taxation by which means the employee in the higher brackets 
- would be assisting the employee in the lower brackets. This would be so, due 


to the fact that some employees pay a greater amount in direct Income ‘Fax 
than others. The government should also subsidize the employee’s contribution 
for the period in which an employee is on workman’s compensation or otherwise 
un-employed due to circumstances through which he is receiving benefits from 
‘a National source. 


Retirement: Contributions should be figured to make possible a voluntary 


- retirement at age 55. 


Compulsory retirement should take place at age 60 unless conditions 
warranted as outlined under the duties of the Control Board. 
Employees should be entitled to a certain extra amount of pension per 


month for each year worked beyond age 55 up to age 60, if his premiums 
already paid permit him to retire at age 59, but in no case to exceed the 


maximum pension. 
Adequate Pension: A minimum pension of 60 dollars per month should be 


: paid to‘single men or women who retire at age 60 provided they have paid into 


the scheme for ten years or more. If under ten years in scheme, beneficiaries 
should be paid a monthly pension equal to forty per cent of their average 
monthly earnings over the period they have been in the scheme, but in any 
event not to exceed the minimum pension of 60 dollars. iN 
A minimum pension of 80 dollars per month should be paid to a married 


man with wife, with an additional twelve dollars per month for each child of 
schol age until schooling is finished and the children are prepared to assume 


_ their own responsibility. 


A married man should be in the scheme for ten years to receive the minimum 


pension of 80 dollars, otherwise he should receive a monthly pension equal to 
forty per cent of his average monthly earnings du 


ring the period they have 


been in the scheme but in any event not to exceed the minimum pension of 


80 dollars per month. 
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The maximum pension allowed under the scheme should be one hundred 
and sixty dollars per month, to be paid for on the same three-way split, where 
the same percentage of the employee’s wage or salary will permit, and to be 
paid for by the employee alone, if he so desires, where the same percentage of 
his wage or salary does not permit. 

For a married man with dependent children, the twelve dollar allowance 
for each child should be paid in excess of the maximum pension if the employee’s 
pension automatically reached the maximum. 

An employee should be able to take advantage of the voluntary retirement 
with the minimum pension or better, up to maximum, after being in the scheme 
for thirty-five years, but in any event should not be able to retire on his pension 
under age 55 excepting from dire necessity and at the discretion of the Control 
Board. , 

An employee’s widow should receive 75 per cent of the minimum pension 
for a married man plus the childrens’ allowances, for the remainder of her life 
or until she remarries. 

Where the employee and his wife are both deceased, an allowance of twelve 
dollars per month should be paid to a guardian for each child until the children 
are beyond school age or become legally adopted. ) — 

In the case of a single employee who dies prior to retirement, his own 
contributions should be paid to his estate. | 

The amount of all pensions should be based on an index similar to the 
cost-of-living index, taken from the same period, whereby the minimum and 
maximum pensions of sixty dollars and eighty dollars and amounts up to one 


hundred and sixty dollars should equal one hundred per cent. By this means, 3 


as the cost of living rose, so would the pension rise in the same proportion, and 
if the cost of living fell, the pension would likewise fall in the same proportion. 

Financial Status of Beneficiary—Private estates created by Beneficiary 
would not be affected by the pension or vice versa. This would allow the thrifty : 
employeee to plan for the future with the knowledge that whatever he was able @ 
to save would be his in addition to whatever pension he received on retirement. _ 

A scheme such as the one here outlined is the only one yet put forward that 
will in any way tend to alleviate the unemployment situation so hkely to affect 
Post War Security. Under the existing conditions or the proposed Social Security 
conditions, there is absolutely no incentive or slightest encouragement for an 
employee to relinquish his job to another man. 


With the scandalously small allowance granted a man on retirement due to 


old age, that man will continue to work just as long as he can carry on. In > 
the meantime there is no work for the younger man who is just ready to start. ~ 

We have a system of relief either for the young man or the old man, the 
sum total of which is taken from the Municipal, Provincial or Dominion Taxes. _ 


We have the man who is employed helping to maintain the man who is ss 


unemployed, at the same time leaving himself open to the need of the same 
miserable charity when he himself becomes too old to maintain himself. 

_ It is possible that a certain number of men could never be brought under 
this or a similar scheme, but an oldi age pension for that man would only cost 
the Government an equal amount to what is contributed by the Government to 
this scheme. 

The principle of the scheme would dispense with the old age pension and 
reduce the necessity of the existing unemployment insurance (with respect to | 
industry), thereby affording an opportunity for the amalgamation of the two | 
schemes and funds. ; 

_ With the Pension Scheme herewith outlined we accomplish two main 
objectives. We induce the older men to retire from industry making employment — 
for the younger, and we give them the opportunity of being independent by living | 
on a pension that they themselves have helped to create. aria 
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CANADIAN FEDERATION OF THE BLIND 
2334 Albert Street, Regina, Sask. 


May 5, 1950. 


To the Parliamentary Fact Finding Committee, 
Ottawa, Ontario. 


Re: Social Security for the Blind 


The Canadian Federation of the Blind has for many years recognized the 
insufficiency of Canadian legislation in the interest of the blind. : 

The pension allowance granted to blind persons is computed on the same 
basis as that of the Old Age Pensioners and administered through the same 
offices. The regulations governing the administering of the pension are practi- 
cally the same in both cases except in the case of blind persons the age is 


_ lowered to twenty-one and the allowable income is slightly increased. For 


some time we have appealed to our Federal Government for a minimum pension 


allowance of $50 per month. With the cost of living constantly increasing 


this amount is inadequate. There are many cases where an addition to the 
regular allowance should be made to provide for needy cases where special 
care is required. This extra allowance should be decided by those in charge 
of administration. Guiding allowance should also be provided for sightless 


- persons at a minimum rate of $1.00 per day with consideration given for 


added travelling expenses. 

Federal assistance should be given to the provinces in establishing up to 
date education facilities for our sightless children in cases where schools for 
the blind are not easily accessible. In the case of the Prairie Provinces the 
nearest school for the blind is in Brantford, Ontario thousand of miles away 
from the homes of the children. The education of sightless children is com- 
pulsory and in our opinion Governments should be made responsible for provid- 
ing facilities for the education of blind children where it is impossible for such 
children to attend a school so far away from home. ig 

In our opinion Government aid should be provided directly to ambitious 


blind persons who wish to establish themselves in business or industry, pro- 


_ vided always that the project is practical. At the present time the greater 
part of this service is left to an organization which it appears is not responsible 
_ to either the government or the people for the employment of the blind. Out 


of the seventeen thousand registered blind persons in Canada only about 


_ fifteen hundred are employed under the present system. 


The National organization of the blind,, namely the Canadian Federation 
of the Blind, should be given Federal financial assistance since it has been 
demonstrated that more efficient service is rendered when the blind direct their 
affairs through our democratically elected representatives. 

For example in industry improved conditions for the blind have been 


brought about by the efforts of the blind through their own organization. 


To demonstrate this we point out an instance of where a Blind Co-operative 


has been brought into existence by the united efforts of the blind. Under this 


scheme each person employed works on a commission or piece-work basis. This 
has proven to be one of the most satisfactory methods of carrying on industry 
by the blind. We are confident that it will solve a great many of the industrial 
problems for sightless people and should be recognized by all governments. 
More attention should be given to housing accommodation for blind 
persons as it is necessary that more safety devices should be arranged for 
persons handicapped by loss of vision than for those who can see their way 


~ around. 
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To adequately administer blind welfare a special blind person’s bill should 
be enacted which would include the above items as well as many other details | 
which should be recommended by blind persons who have studied the various — 
problems and are in a position to give personal advice on the subject. 

The Regina Security Club, with whom the National Office of the Cana- 
dian Federation of the Blind is closely associated, is presenting a brief to your 
committee and we of the Federation heartily endorse the recommendations 
included in that brief. In fact it touches on so many items effecting the blind 
that we are of the opinion that their brief and ours should be studied together. 
We are confident that if and when the recommendations of both these briefs 
are used as a basis of extending social security, Canadian citizens, both aged 
and sightless, will enjoy contentment and happiness never before experienced. 

Your careful study and favourable consideration of the matter referred 
to will be greatly appreciated by the 


CANADIAN FEDERATION OF THE BLIND, 
Or Ae PHTTAPIRCE, 
National President. 


SUBMISSION BY THE CANADIAN NATIONAL INSTITUTE FOR THE BLIND AND THE 
CANADIAN COUNCIL OF THE BLIND 


Blind Persons Act-—Provisions by Dominion and Provincial 
Government of Canada 


Pensions for the blind were first inaugurated in Canada in 1937 as an 
amendment to the Old Age Pensions Act of 1927. Subject to the understanding ~ 
that early enactment of such provisions for the blind was dependent on inclusion ~ 
of the:desired provisions in the Old Age Pensions Act in order to establish — 
the principle, supporters were induced to accept the arrangement despite mis- 
givings. Repeated representations have been made to the Dominion Govern- 
ment and the public of Canada indicating essential adjustments and improve- — 
ments in provisions for the blind, and pointedly drawing attention to the ~ 
complications and limitations imposed by the Old Age Pensions Act on such, : 
The principal amendments which have been secured during the past twelve — 
years include increases from the original $20.00 per month to $25.00 per month, — 
then to $30.00 per month, and in 1949, to a more restricted $40.00 per month. 
The minimum age for blind pensioners has been reduced from forty to twenty-one. 
The original ceiling on pension plus permissible income, for a single blind person, — 
has been increased from $440.00 to the present level of $720.00. 3 

Each time the question of more rational, appropriate and adequate pro- 
visions for the blind has been discussed, the complications involved are empha- 
sized. We are increasingly concerned over the basic limitations imposed by ~ 
the Old Age Pensions Act. All concerned experience a sense of frustration in | 
respect to the complications of amendments to Dominion and Provincial — 
statutes, together with the orders in council, amendments to regulations and 
procedures involved. We are more than ever convinced that the only satis- 
factory and rational method of making appropriate provisions for the blind — 
must be through complete separation of such legislation from the Old Age 
Pensions Act and the enactment of a specific Blind Persons Act. Z 

The Canadian Council of the Blind and the Canadian National Institute — 
for the Blind are in agreement on the most appropriate provisions now desired. _ 
Conclusions are based on experience, investigation, discussions and represen- _ 
tative conferences. 3 
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‘The principal points in our present program are set out as follows: 
1. The Blind Persons Act of Canada: 


the needs of the blind and for the prevention of blindness within the frame- 
work of the Old Age Pension Act, and since the age groups, interests, and 
potentialities of the two groups as such differ so widely, the provision of a 
Blind Persons Act is definitely essential and urgent. , 


The creation of a Blind Persons’ Act separate from and independent 
4 of the Old Age Pensions Act. 

Comment: 

‘ Since in most respects it is difficult to make appropriate provision for 
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2. Blindness Allowance: | 
The use of the term “Blindness Allowance” and elimination of the 
term ‘‘Pension”’. ; 


Comment: 

Blindness is regarded as a handicap, especially in the employment 
field. All interésted in the true welfare of the blind feel strongly that the 
blind should be encouraged to take training and follow occupations wherever, 
and to the fullest extent that age or physical conditions will permit. The 
term pension implies, in usage if not in actual meaning, that the recipient 
has by reason of age or practically complete incapacity been pensioned off, 
or so to speak, “placed on the shelf”. We prefer to consider that the 
allowance in this case is on the same plane as a time or distance allowance 
granted to a physically handicapped contestant in a race in order that he 
may, in competition, have a fair chance to compete. We are also interested 
in the psychological effect on the morale of the recipient and on the interest, 
co-operative understanding and attitude of the sighted public. Therefore, 
we earnestly desire that the term “Pension” be eliminated and that the term 
“Blindness Allowance” should be used only. 


3. Means Test: 
The elmination of the means test in the award of the Blindness Allow- 
ance. 
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Comment: 

We have carefully observed the effect of the means test in many 
welfare fields, but especially in relation to the blind and the administration of 
allowances intended to benefit them 80 per cent of all blindness occurs in 
adult life. The loss of sight in adult life has the effect of wrecking hopes 
and plans, as well as the sense of security. The.efforts of the agency 
concerned with the rehabilitation of a blind person must contend with the 
sence of frustration and insecurity usually accompanied by a large measure 
of fear. When the present pension for the blind is mentioned along with 
the means test, a new fear is introduced. In this case the effect is to under- 
mine the ambitions and efforts of all concerned with rehabilitation. Let the 
means test be eliminated, and thus save administration cost coupled with 
fear on the part of the recipient, and let income tax take care of surplus 
earnings as in the case of the sighted competitor. 


. Blindness Allowance—Basic Rate: 
An adequate rate of blindness allowance in relation to the cost of 
living, preferably uniform for all provinces. 


4 


Comment: oe 
It must be recognized that the needs of the adult blind, ranging in age 
from twenty-one to more than one hundred vary ereatly. Over one-third 
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of the registered blind of Canada are seventy years of age and over. Their — 
needs are chiefly maintenance, with little or no possibility of supplementa- — 
tion. In the age group twenty-one to sixty-nine, 45 per cent are women, and 
over two-thirds of them are married with sighted husbands in all but a 
few cases. Many of the men and women in this group suffer from disabilities 
in addition to blindness and hence their capacity to work or earn is 
limited or nil. Others have no disability other than blindness and are 
capable of working and earning more or less substantially. Many of these 
have family responsibilities which they are anxious to meet. While the 
basic pension rate was increased to $40.00 per month in 1949, we are agreed 
that a most unfortunate oversight occurred when the existing ceiling was 
not raised proportionately. For the semi-employable group who were able 
to earn up to the permissible limit the pension increase did not apply unless 
they cut their earnings. If ceilings must be applied in the meantime for 
all receipients, then it should be at least equivalent to the income tax 
statutory exemption levels, 1.e., $1,000.00 for the single person, and 
$2,000.00 for the married person. Ceilings lower than these enforce a sub- 
normal standard of living. : 


fesidence in Canada—Present Requirements: 


The reduction of the present residence requirement from twenty years 
to five years in the case of a person with normal vision who has taken up 
ant in Canada in good faith and at any time thereafter has lost his 
sight. 

Comment: 


We have been agreed and have made representations for some years — 
that in the case of any person who has been duly admitted to Canada as a _ 
bona fide resident and who through accident or illness suffers loss of vision 
that the present requirement of twenty years’ residence to qualify for — 
consideration is a serious hardship. We strongly urge that when the Blind _ 
Persons Act of Canada is prepared, it should allow such a blind person to _ 
qualify in not more than five years from the date of admission to Canada, — 


Guiding Allowance: 


Guiding allowance for the totally blind and those who do not possess % 
useful guiding vision, i.e., not more than 3/60 (Snellens Chart) in the better — 
eye after correction. 
Comment: 


_, For those who are totally blind or at best do not possess more than 3/60 i 
vision in the better eye after correction, it is obvious that there are times, 
places and circumstances requiring sighted assistance, whether in moving to — 


and from work or in respect to most normal activities. To ensure safety 


and a more normal and active life it is considered desirable that a minimum _ 
provision should be made for guidance, transportation, ete. ? 


Eye Treatment—Conserve Vision or Prevent Blindness: 
Adequate provision for medical or surgical treatment for eye conditions 
to conserve or to restore vision and to prevent, blindness. 
Comment: 7 . . 
Dominion and Provincial Departmental authorities, this Institute, and — 
especially the blind themselves, ‘are keenly interested in the provision of — 
effective treatment to conserve or restore vision where such is possible. 
Apparently this is not feasible under present legislation. We are therefore 
most anxious that the Blind Persons Act, with adequate provisions for the 
treatment of such cases, should be given effect at the earliest. possible date. 
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The Canadian Council of the Blind and The Canadian National 
a: Institute for the Blind together with all others interested in the welfare of 
the blind in general, earnestly hope that definite opportunities for discussion 
with Dominion and Provincial authorities will be afforded in order that such 
_-—-*~points as the desirability of adequate and appropriate provisions for the 

welfare and encouragement of the registered blind of Canada may be 
4 provided. The co-operation of Dominion and Provincial Governments is 
q earnestly sought to ensure comprehensive, justifiable, encouraging and 

uniform welfare provisions, for all who have experienced the handicap of 

blindness. The most appropriate and effective results can be achieved only 
% oti the fullest consideration based on actual needs and experiences 
“4 available. : 


MONTREAL COUNCIL OF SOCIAL AGENCIES 
265 Craig Street West, Montreal 1, Quebec 
Telephone Plateau 9832 


i - April 28, 1950. 
_ Mr. Jean Lesage, 
_ Chairman, 
_ Parliamentary Old Age Security Committee, 
_ Parliament Buildings, 
_ Ottawa, Canada. ‘ 
Dear Mr. Lesage: — 
A May we respectfully call your attention to the wide discrepancy in measures 
_ employed in the different provinces across Canada to give supplementary medical 
Services to governmental pensioners including recipients of old age pensions. 
- In some provinces well defined and comprehensive health programs for 
_ governmental pensioners have been developed to meet medical and nursin 
needs, but in other provinces the lack of provision for medical care causes 
_ serious and genuine suffering on the part of the pensioners. This situation is 
only relieved by the voluntary participation of private agencies and philan- 
_ thropic individuals. | ) 
. We bring this matter before you in the hope that the recommendations 
_ which your committee is about to make for improvements in the pensions system 
consideration will be given to this important phase of the needs of old age 
_ pensioners. 


Sincerely yours, 
% / Baruch Silverman, 
, (Sgd.) Baruch Silverman, M.D., 
’ Chairman, Health Section. 
BS: EK 
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Memorandum on Health Services Available to Recipients of Mothers’ Allowances 
7 and Old Age Pensions in the Ten Provinces of Canada 


Provincial programs and provisions for medical services to meet the needs 
of governmental pensioners differ widely across Canada. In Provinces with 
only slightly developed programs for indigents generally, it is difficult to ascer- 
tain the position of those receiving categorical aid. For example, in Mothers 
Allowances Legislation in Canada published by the Department of National 
Health and Welfare, the chapter on Quebec indicates that “there is no special 
provision for needy mothers, as such, but community health services, where 
organized, are available to them. Health units provide educational and preven- 
tive services and hospitalization is provided under the Public Charities Act. 
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This statement is ambiguous and leaves room for misinterpretation as old age 
pensioners and mothers accepted under the Needy Mothers’ Assistance Act in 
the Province of Quebec do not receive medical care in addition to pensions. 
Consequently, it is either given voluntarily by the physician or the expense is 
borne by one of the voluntary agencies. 


Health Services Available to. Recipients of Old Age Pensions and Mothers’ 
Allowances} 


BRITISH COLUMBIA 


Under an agreement effective March, 1949, between the Province and the 
College of Physicians and Surgeons, complete medical, surgical and obstetrical 
care is provided without charge to recipients of Old Age Pensions and to recipients 
of assistance under the Mothers’ Allowances Act, the Social Assistance Act, the 
Protection of Children Act, and to their dependents under 18 years of age. For 
each person in receipt of any of these forms of assistance the Province pays the 
College, in monthly instalments, an annual fee of $14.50. Of this, 20 per cent 
is charged back to the municipality of residence; the Province pays the remaining 
80 per cent and the full amount for persons in unorganized territory. The 
services include full treatment for all conditions for which care is not otherwise 
provided by public authorities and cover, in addition, prescribed drugs and 
dental services. 

Old age pensioners and Mothers’ Allowances recipients (as well as other — 
social assistance cases) and their dependents are entitled to the services provided — 
under the British Columbia Hospital Insurance Act which became effective — 
January 1, 1949. Benefits under this Act include public ward care, necessary — 
operating and case room facilities, X-ray and laboratory services, both diagnostic — 
and therapeutic, and such other services, dressings and drugs as are provided ~ 
under the Regulations. The Province pays the premiums on behalf of recipients — 
of all forms of social assistance to which it contributes financially. 


ALBERTA : 


are provided from Provincial treasury funds for. old age pensioners, Mothers’ — 
Allowances recipients and their dependents. Medical and surgical care are ~ 
provided through an agreement with the College of Physicians and Surgeons, ~ 
and there is free choice of practitioner and patient. The Government pays — 
to the College $12.50 per annum for each person eligible for services, all of — 
which must be recommended by the physician and approved by the Director ~ 
of Hospital and Medical Services. Full dental care and one-half the cost 
of new dental plates are provided under an agreement with the Alberta Dental — 
Association; the total cost is assumed by the Province through payment of — 
25c. per month per capita plus 14 ¢. per month for administration. The admin- — 
istration of medical and dental services is carried on by the College of 
Physicians and Surgeons and the Alberta Dental Association respectively. — 
Services of an eye specialist or an optometrist are available on approval of — 
the Director of Medical Services. Free drugs and medicines are provided © 
only while the patient is in hospital. * 

Public ward accommodation in an approved hospital in the locality of — 
residence is also available for old age pensioners and Mothers’ Allowances — 
recipients. This includes drugs, dressings, X-rays, and orthopaedic appliances — 
as approved by the Director of Haspital Services. Under the Maternity — 


1 Free treatment for tuberculosis is provided by Statute in Nova Scotia, New Brunswick. | 
Manitoba, Saskatchewan and Alberta. In the provinces of Ontario, Quebec, and British Columbia — 


this treatment is, in effect, free. Prince Edward Island and Newfoundland provide free treatment — 
for indigents. a 
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, Hospitalization Act, public ward accommodation is provided free for maternity 
_ cases for a period not exceeding twelve days. This includes use of the case 
room, routine drugs and dressings and care of the infant, A residence proviso | 
_ requires that patients must have resided in Albetta for twelve months out 
of the previous two years. 


SASKATCHEWAN 


a Under the Health Services Act, 1946, the Province provides medical and 
; dental care through the Medical Services Division of the Health Services 
4 Planning Commission for recipients of Old Age Pensions, mothers entitled to 
4 allowances under the Social Aid Act, and their dependents. Medical care 
provided under the plan includes preventive and curative medical and surgical 
_ care; nursing services when authorized in advance by a physician or surgeon; 

dental services including repairs, replacements and dentures when authorized 
_ by the Division; physiotherapy when carried out under the direction of a 
_ physician and authorized by the Division; drugs, medicines and appliances — 
_ when authorized by the Division according to the terms of the Act, with a 
_ charge to the recipient of 20 per cent of the cost of all drugs except in certain 
_ cases where they are required frequently over extended periods of time; 
_ optical services including examination, glasses and repairs. The patient is 
allowed free choice of doctor and dentist. These services for old age pensioners 
_ and Mothers’ Allowances recipients are under the control of a Central Medical 
_ Assessment Board which reviews cases and advises on general policy. Pay- 
ments are made from a general fund established on the basis of $12.00 allocated 
' for each beneficiary over a twelve month period at a rate set by the Medical 
_ Assessment Board and the Health Services Planning Commission. At the end 
_ of the year accounts may be pro-rated up to the maximum of the schedules of 
_ fees for contract practice of the Saskatchewan College of Physicians and 
Surgeons depending on the free balance in the fund. 

Under the Saskatchewan Hospitalization Act, old age pensioners, Mothers’ 

_ Allowances beneficiaries and their dependents, are eligible for all benefits under 
_ the Act and their premiums are paid by the Province. The Saskatchewan 
_ Hospital Services Plan under this Act provides for its beneficiaries public ward 
accommodation, operating and case room facilities, certain drugs, surgical 
_ dressings and X-rays, etc. Hospitalization must be recommended by the family 
— doctor. 
MANITOBA 
‘ There is no provision for medical care or hospitalization for recipients of 
Mothers’ Allowances and Old Age Pensions, as such, but they are entitled to 
_ the services supplied within the health regions by medical care and medical 
nursing districts and diagnostic centres. They may use hospital clinics and 
_ the services of municipal doctors and nurses where these are available. Bene- 
 ficiaries may also apply for payment of dental, optical and pharmaceutical 
_ requirements. In unorganized territory the Provincial Government provides 
~ medical and hospital care for indigents. Hospitalization is provided for 
_ indigents under the Hospital Aid Act or the Private Hospitals Act and respon- 
sibility is municipal or provincial on the basis of residence. 


ONTARIO 


By agreement between the Minister of Welfare and the Ontario Medical 
_ Association, minimal medical and surgical services are provided for recipients 
of Mothers’ Allowances and Old Age Pensions and their dependents. The 
agreement calls for emergency medication, approved drugs and certain minor 
surgery in the doctor’s office or the patient’s home. At the present time the 
_ Provincial Government pays 83c. per month for the services provided for each 


¥ 
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social aid recipient and established indigent. Provision is made for a similar 
agreement with the Royal College of Dental Surgeons of Ontario but this had 
not yet been implemented. One free pre-natal examination is made available 
to all pregnant mothers in Ontario for which doctors receive $5.00 per case 
from the Province. The only hospitalization services available are those 
provided for indigents. 


Le 
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QUEBEC 
There is no special provision for medical care for needy mothers, old age 
pensioners and their dependents, but community health services, where orga- _ 
nized, are available to them. Hospitalization is provided to indigents under 
the Public Charities Act. Re é 


New Brunswick . 

The only service available to recipients of Mothers’ Allowances and old 

age pensioners is the ward care in general hospitals provided by the muni- 
cipality of residence for indigents. 


Nova Scorta 
The 1949 amendment to the Mothers’ Allowance Act provided for the 
payment of supplementary allowances covering the cost of medical services to i 
children in respect of whom allowances are being paid and to their fathers 
and mothers. As yet there is no special provision for old age pensioners. There 
is, however, provision for payment of hospitalization costs by the municipality 
of residence if the patient is unable to meet the account. 


Prince Epwarp IsLANpD ; 

Under the present legislation there is no provision for medical or surgical — 

treatment or for hospitalization for social aid recipients. Provincial grants — 
to hospitals are contingent on their providing care for indigents in accordance 

with the accommodation available. 


NEWFOUNDLAND | 
The only medical care and hospitalization services for recipients of Old 
Age Pensions are those provided by the Department of Public Health for 
indigents generally. According to most recent information received from the 
Deputy Minister, Department of Health, it is the policy of the Province of 
Newfoundland to pay retainers to practically all the doctors for medical care 
of those who are unable to pay themselves. In future these people will probably 
be expected to pay for casual medical care but the government will look after 
hospitalization or special procedures. On December 7, 1949, the Newfoundland 
Legislature passed a Mother’s Allowances Act but there is no reference to 
medical services. 


SUBMISSION BY Gro. M. Lenuc 
Translation 
St. Jean Port Joli, P.Q. 
May 18, 1950. 
Jean Lesage, M.P., 
Chairman, 
Joint Committee on Old Age Pensions, 
Ottawa. 


Dear Sir, 
In January 1948, I wrote to you concerning pensions for invalids. I must 
say that I have not changed my opinion since then and that, after five years as 


an Old Age Inspector, I still believe that it is the invalids of all categories who ~ 
should have been the first to be dealt with, | 
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I think that you will have a difficult task to please everybody with regard 
to the next Pension Act for old people, the blind and the invalid. May I make 
a suggestion which you may treat as you please. I believe that, based on the 

cost of living today, the federal contribution of $30 a month to each old person 
_ of 70, each blind person and each cripple or permanently invalid person would 
_ be a reasonable amount and that nobody should criticize it. The Act could 
_ specify that, should the cost of living come down as it is supposed to do, the 

Federal Government would reduce the pension by $2 for each 10 points of the 
index, to arrive at the figure of $20 should prices come down to the 100-point 
level of 1937-1939. One thing is certain, that is, you will have to think of the 
invalid even if you should decrease by $5 or even by $10 the pension to old people. 
* _ +~When two old persons live together, the pension could also be reduced 
_ somewhat. I believe it would be an error to raise the old age pensions above the 
__ present $40 rate as I believe that it would be an error to give it to all old persons 
_ without taking into account their means in money or real property. Sey 
; What the Act should specify is the money value and the real value, or both, 
_ that the applicants may or may not have to be eligible for a pension. For 
_ Instance, let us take the amount of $10,000. Two old persons who own a 
property of a market value of $5,000 and have money in the bank or other 
assets to the amount of $5,010 would not be eligible to a pension, for as long as 
their assets did not come down to $9,999.99 for the two, and $7,000 for a single 

person on the same basis. 

The same would apply to donations. If the donor has given more than 
$10,000 without taking into account that the donee did not work, the basic 
price of $10,000 should be reduced by $1,000 per annum for two old persons, 
_ $600 for a single person without entitlement to pension until the decrease has 
_ reached the amount of $10,000 for two and $7,000 for one. 

I believe that to take into account that a son has worked 5, 10 or 15 years 
without pay on a farm is quite a disputable thing. More often than not, such 
_ donees have the administration in hand, and especially in important donations, 
such donees did not have to suffer the lack of money for these 5, 10 or 15 years. 
They have often raised most of their family during that period of time at the 
expense of this money or real capital of the donor. 

Now, to conclude, I come again to the question of invalids. This Act is not 
to be feared. It is possible of application. All that is necessary is to pass 
it accordingly. 

Please excuse the length of the letter. 

I remain, | 


Oe es See ee 


(Sgd.) Gro. M. Lepuc. 


LOCAL ADVISORY COMMITTEE OF NATIONAL EMPLOYMENT 
SERVICE, ST. CATHARINES, ONT. 


Resolution re Old Age Pensions 


si i a an ahr 


‘ The following resolution was regularly moved and seconded, and unani- 

5 mously approved at a meeting of the above committee on April 9, 1950. 

4 Wuereas: A Committee of both Houses of Parliament is to study the 

— question of provision for elder citizens; and 

5 Wuereas: The St. Catharines Advisory Committee of the National Employ- 

_ ment Service has been investigating this matter for a considerable period in 

~ connection with the problems of employment of older persons; and | 
WuerEAS: Our review indicates that, while industrial pension plans are 

desirable, without any national plan they have the following disadvantages: 


(a) they can cover only a fraction of our elder Canadians, 


y 
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employee to carry pension rights from firm to firm as he changes jobs, 
(ec) the cost of such schemes militates against the employment of men 
nearing pensionable age. 


Ir 1s RESOLVED: 

(1) That a National Old Age Pension plan be established. 

(2) That such a plan should cover the entire population. 

(3) That ,im view of the published figures on costs, contributions oe be 
made by all citizens. 

(4) That the early introduction of a sound plan, with moderate benefite 
which may be increased later, is preferable to further postponement or 
the risk of introducing a plan so generous that it may disrupt the 
economy. 

(5) That all money collected by the Government for the plan, either by 
contribution, tax or otherwise should be earmarked and used for no 
other purpose. 

(6) That a full publicity program, using all media, be drawn up to inform 
the public of the features of any plan adopted, and the reasons therefor. 


(b) it would be almost impossible to establish means of Seanene ‘an | 
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ORDER OF REFERENCE 
7 Hous or Commons, 
; ‘ THURSDAY, 25th May, 1950. 
Ordered—That the name of Mr. Noseworthy | be substituted for that of } 
MacInnis on the said Committee. 
Attest. ae 7 Soha * 
Mae : ‘LEON J.RAYMOND 
é hears holern of the House. : q 
\ - - 
Beets oreo rela 9 fe a 


MINUTES OF PROCEEDINGS 


THurspay, May 25, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
_ Security met at 11.00 a.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
_ M_P., Joint Chairmen, were present. Mr. Lesage presided. 


A Others present: Honourable Senators Burke, Fallis, Farquhar, Ferland, 
_ Horner, Hurtubise. 


: 

.- The House of Commons: Messrs. Ashbourne, Benidickson, Blair, Brooks, 
_ Brown (Essex West), Corry, Cote (Verdun-La Salle), Ferrie, Fleming, Knowles, — 
_ Laing, MacInnis, Robertson, Shaw, Welbourn. 

‘ 

] Hon. Paul Martin Minister of National Health and Welfare, was also 
_ present. 


‘a In attendance: Mr. Maurice Lamontagne, Profressor of Economics, Faculty 
of Social Sciences, Laval University, Quebec; Mr. J. W. Willard, Director of 
_ Research, and Mr. J. W. MacFarlane, Director of Old Age Pensions, Department 
_ of National Health and Welfare. 


; _ Mr. Fleming brought to the attention of the Committee recent newspaper 
_ articles purporting to express what was the present government policy in regard 
_ to the pension scheme to be adopted, or speculating as to what recommendations 
- are to be made by the Committee. 


Honourable Mr. Martin made a statement thereon and quoted his own 
_ statements to the press in relation to such reports. 


Professor Lamontagne was called. He submitted a brief which was taken 
_ as read and ordered printed in this day’s Minutes of Evidence. 


Examination of the witness followed. 


4 At 1:00 p.m., witness retired and the Committee adjourned until Friday, 
_ May 26th, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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_ MINUTES OF EVIDENCE 


“House or CoMMONS, 
THurspay, May 25, 1950 


_ ___ The Joint Special.Committee of the Senate and the House of Commons, on 
_ Old Age Security, met this day at 11 a.m. Hon. Senator J. H. King and Mr. J. 
_ Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 

a Mr. Fiemine: Mr. Chairman, I have a matter relating to privilege of the 

_ committee that might well be discussed now, in view of the fact that the Minister 

_ of Health and Welfare is with us this morning. Iam sure all the members of the 


_ committee are familiar with an article which appeared in the Ottawa Citizen 


_ on May 23, purporting to state that it was now the government’s policy to 

_ maugurate a pension scheme which will provide payment of $40 per month, with- 
_ out a means test, to all persons having attained the age of 70 and provisions 
_ for persons between the ages 65 to 69 “with a means test”. There has since 


_ appeared quite a rash of articles in other newspapers speculating as to what are - 


_ to be the recommendations of this committee. That is one thing, but it is quite 
_ another matter to make statements as to what is said to be now the gzovernment’s 
policy. If there were any truth in the statement that this has become eovern- 
' ment policy, as suggested in that article, of course there would be little point in 
_ this committee continuing its laborious studies. » 

_ __ Iam informed that the matter was mentioned to the minister, and the minis- 
_ ter did give a statement, but the statement was not given wide publicity. .He is 
_ present here this morning and I think this matter should be cleared up. I would 
q therefore ask the minister to make a statement which will clarify the relations 
_ between government policy and the heavy work of this committee. 


Hon. Mr. Martin: Mr. Chairman, I thank Mr. Fleming for raising this 
- matter. 

_ The other day I did see a story in-one of the Ottawa papers. The story did 
not quote anybody but it did suggest that government policy in this matter had 
been formulated. I spoke to the chairman of this committee, as I thought it was 
- desirable that the story should be denied forthwith. Consequently in your chair- 
' man’s presence I called in representatives of the Canadian Press and British 
United -Press, and gave them the following statement on the night of the 23rd of 
May. Because the evening newspapers did not publish yesterday as usual, the 
‘story was not given the circulation it might have otherwise received, although I 
see the matter was reported in the Wednesday, May 24 issue, of the Windsor 
Daily Star. 

The Star story reads thus: | 
ee Health and Welfare Minister Paul Martin said Tuesday night in a 
aoa statement that the government’s policy on changes in old age pensions 
a legislation will not be decided until after the dominion-provincial con- 
ference called for this fall. 


Denies Report | 
He issued the statement after reports circulated that the government 
had decided to pay within the next year or two pensions of $40 a month 
to all 70 and over regardless of means. . : 
The reports were “without foundation”, said Mr. Martin. 
| 1033 
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Obviously government policy in this matter must await the report : 
of the joint parliamentary committee and subsequent discussions with | 
the provincial governments. 


The parliamentary committee will not conclude public hearings tin 
the middle of next week. Members then will start to draft a report. 


Serious Study 


The government will naturally want to give serious study to the com- 
mittee’s views, as well as to the representations made by various bodies 
before the committee, said Mr. Martin. 


This was in line with a statement he had made in the Commons 
March 10. 


Mr. Knowugs: Should it not also be pointed out that the story in this morn- 
ing’s Globe and Mail, while it does not refer to the government, is at this moment | 
just speculation? It is the same story, but is attributed to the committee. We 
have not started to formulate recommendations, and we might come out with 
this or something better. : 

The Cuarrman: I was going to say that as far as I know the committee is 
far from being unanimous on any plan, and I am sure all the members of the 
committee have open minds. 

Mr. Fiemine: I think it would be correct to say that we have not yet dis- 
cussed, as a committee, any recommendation for ‘any report. 

Mr. Brown: I think we all have ‘an open mind on the subject. 4 

The Cuarrman: As far as I am concerned, I have an open mind, andl am 
sure the members of the committee also have an open mind on the matter. When 
we sit in camera for the purpose of discussing our report ae will surely be many 
opinions we will have to consider. 

Mr. Knowues: Mr. Chairman, there is one other newspaper report to which _ 
I think attention should be drawn, because of an error in the heading. I donot 
have it with me, but it was in this morning’s Montreal Gazette and it was areport — 
of yesterday’s session. ‘The heading, if I remember correctly, says, “Sales tax — 
urged to pay old age pensions.” Mr. Sharp is not here, but if he were he would 
want to make a point on privilege. He did not suggest that at all. He suggested 
a number of ways in which additional revenue could be raised, but he certainly — 
did not urge any of the plans that were proposed. I am sure if he had urged the © 
sales tax he would have found some resistance. 

The CHARMAN: He definitely did not do anything of the kind. 

Well, Senator King, Senator Fallis and gentlemen, we have this morning as 
our witness the Director of the Social and Economic Science Division, Laval 
University. 


Mr. Maurice Lamontagne, Professor of Social Economics, Faculty of — 
Social Sciences, Laval University, called: 


The CHarrMan: Mr. Lamontagne, do you wish to speak in English or | 
French? , 
The Wirness: I think I might as well speak in English, because those whol 
will understand me in English would perhaps not understand me in French. | 4 
The CuatrMan: Well, Mr. Lamontagne, I understand that apart from your — 
memorandum, which deals mostly with a definite part of what we can call the — 
financing of any old age security system, you have some other remarks to make | 
at the opening, but we shall incorporate your brief at this point in the evidence. 3 


OLD AGE SECURITY 1035 


; - METHODS OF FINANCING OLD AGE PENSIONS: 
t + ‘ by 


Mavricr LAMONTAGNE 


4 The choice of a particular method of financing old age pensions constitutes 
~ one of the main aspects of the problem now under discussion. Some groups are 
_ proposing a contributory system to which the state, employers and employees 
a would participate. Others are favouring a plan based on general taxation which 
_ mainly rests upon income tax. Finally, others. suggest that a special social 
_ security tax contribute at least partially to the financing. 

"Several arguments are developed to support each of these proposals. However, 

-\ very often in similar discussions, the most important considerations are neglected. 
~ It does not seem possible to choose an adequate method of financing old age 
- pensions without considering the objective of social security and the incidence 

as well as the effect of different possible taxes. 

a Social security should guarantee the minimum income needed for subsistance. 
’ It should aim at redistributing national income not only through time but also 
~ between the different classes of our society. These characteristics seem to be 
generally accepted as essential to an adequate system of social security. 

_. The main purpose of the present memorandum is to show that the tripartite 
_ scheme of contributions is incompatible with the general objectives of a satis- 
_ factory system of social security and with the fiscal policy we ought to adopt. 

-_. Some of its limitations are so evident, that they only need to be mentioned. 
First, the insurance principle, which underlies that scheme, assumes a permanent 
» state of full employment. Second, it would be very difficult to extend it to some 
- important sectors of our economy. Third, such a scheme would not ensure a 
desirable re-distribution of national income between the different classes of our 
' society, since nearly the whole cost would be supported by the employers. 

_ __ That last point deserves more elaborate developments. The employees’ 
_ share is a kind of income tax which will be directly supported by them. The 
_ government contribution will be drawn from general taxation which falls on the 
workers to a large extent. Finally, the employers’ share is a tax on payrolls. 

__ . In order to know exactly the characteristics of the tripartite scheme of con- 
_ tributions, we must analyse the incidence of that tax on payrolls. 

_. One may ask first, can employers divert the tax to consumers by raising the 
price of their products? It depends on whether such products are consumers’ 
goods or capital goods. Different factors determine the conditions of demand for 
each. 

____The demand for consumers’ goods is conditioned by primary and immediate 
heeds. It depends upon customs, social environment, education, and taste. To 
obtain the customary standard of living, which varies with different income 
groups, the individual will use whatever means he has at his disposal. He will 
_ even borrow or accept charity. On the other hand, once his minimum is attained, 
he will then think of his future security and may save a proportion of his surplus. 
So we may conclude that the “propensity to consume” is a stable function and 
that the demand for consumers’ goods is somewhat inelastic. Rising or falling 
“prices do not influence it very much. In this sphere of our economy the tax 
on payrolls may be paid by consumers. Bek’ 
The conditions determining the demand for capital goods are very different. 
This is not dependent upon primary needs but upon the possibilities of profit. 
Before buying a machine a producer will always ask himself if it will be a source 
of larger profits. If prices go up he may delay the replacement of equipment, 
_ Postpone the adoption of a new device, or reduce or even stop production. One 
way or another he reacts very strongly to price movement. His behaviour in the 
nal stages of a boom illustrates this very well. The end of a period of pros- 
_perity is often characterized by a phase of inflation and rising prices. It is the 
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sign of a near crisis. The producer of consumers’ goods dpelowads he demand | 
for capital goods; production in basic industries therefore slackens, and unem- 4 
ployment occurs. The first objective of the entrepreneur is to diminish his costs; 
this is the main reason why the demand for capital goods is very elastic, reve 
responsive to the fluctuation of prices. . 
'. A program of public works will not alter this situation. It may tempo- 
rarily provide basic industries with new outlets for their goods, but it will not — 
change the psychology of the entrepreneur who is the main buyer of capital — 
goods. Even if the policy of public investment were to succeed, the entrepreneur — 
will always try to reduce his cost of production and will shy away from high- — 
cost capital goods. The producer of capital goods will find it almost Cet ae 
to avoid the tax on payrolls by raising the price of his products. 

Yet it is the field of capital goods which is becoming an ever larger part off & 
our economy. As the productive system becomes more advanced through the © 
application of new techniques and inventions, the process of production becomes ~ 
more complex. More steps are required in the production of an article, and — 
more equipment is thus needed. Capital goods industries play an increasingly 4 
greater role in our economy and absorb a higher proportion of the total supply — 
of labour. The main effect of the tax ‘on payrolls will therefore be found in the | . 
basic industries. 

In the long run the consumers’ goods industries will find it just as difficult | 
as do capital goods industries to pass the tax on to the buyer of their products. 
When consumers’ goods industries allow the tax on payrolls to be paid by con-— 
sumers, while the capital goods industries are unable to add the tax to the price” 
of their products, the margin of profit in the consumers’ goods industries becomes 
greater than that in basic industries, Since.a profitable business is ailtacHyam 
there will be an increase in the number of producers in consumers’ goods; the 
supply of these goods will go up, and the prices of these goods will accordingly | 
go down. Itis probable that at the end of these readjustments the fall in prices © 
will completely offset the previous rise (induced by the addition of the tax to. 
the price), and the original situation will be re-established. In this case even 
consumers’ goods industries will be unable to pass the tax on to the consumer. _ 

Canadian exporters will also find it difficult to include the tax in their 
prices. Unless all countries adopt a system of social security as comprehensive - 
as the Canadian scheme and financed by the same method, the Canadian. 
exporter whose prices are higher by reason of the tax than the prices of his — 
competitors will lose his foreign markets. He is san aN therefore, to take this 
way of avoiding the tax. 

If the employer cannot pass the tax on to the Deeg ewe of his goods, it doe 0s 
not follow that he will bear the cost of it himself. In the long run the tax is 
likely to be borne by the employee. This is brought about in two ways. 

Obviously the tax on payrolls will add up to a larger amount in those. 
industries utilizing a large labour force in proportion to machinery used. The 
possibilities of profit in these industries will be reduced unless some way is. 
found to avoid the tax. Capital will inevitably strive to go into those section 
of the economy where less labour is needed. Labour will become an obstacle ° 
the investment of capital, and the tax will cause deep changes in the industrial 
structure. Capital may even leave the country, seeking profits in those parts of 
the world where the living standards of workers are lower, and where no such 
taxes on payrolls present restrictions to profits. It is probable that capital will 
not be induced to return to that sector of the economy which employs a large 
labour force until the remuneration of capital comes back to the level which 
existed before the imposition of the tax, when a new Hoi of balance will be 
re-established, A 

The immediate result of the tax will therefore be a fall in. industrial pr ‘0- 
duction, especially in those industries which employ a large proportion of ‘shone 
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~The demand for labour will decrease. If unemployment is to be avoided, wages 


_ must go down. In short, the whole burden of the tax supposed to be paid by the 
employer will fall on the employee. It is useless to assert that such results are 


in flagrant contradiction to the program of public works intended to avoid 
unemployment. | 
Pt The second way in which ‘the tax is brought to bear on labour is by the sub- 
__ stitution of labour-saving devices for manpower. This substitution is of two 
_ kinds: it may mean the adoption of methods of production already known but 
. which up to that time were too expensive in comparison with the cost of labour ; 
_ it may mean the introduction of new processes in which capital plays a larger 
part than labour. In either case the demand for labour falls, and the above 
__ mentioned conditions arise: labour must accept lower wages or unemployment 

will follow. 

i One cannot foresee the future in this matter. Inventions are unpredictable, 
_ and their ultimate effects impossible to define. But. industry always has in 
' ‘reserve new processes (and the war had undoubtedly stimulated these) which 
can be used when new conditions, such as a marked increase in wages, warrant 
__._ their adoption. | 

¢ The conclusion seems inescapable. The tax on payrolls will fall back on 
__ the workers in the form of unemployment or a reduction in wages. At the same 
_ __ time, employees must also pay the direct tax on their wages which is ticketed 
' as their share of the cost of social security; and they must contribute to the 
_ government’s share which is drawn from general taxation. We therefore con- 
% clude that the workers will bear nearly the whole cost ‘of social security. 


- such taxes reach the same conclusions. The following quotations will serve to 
Pe illustrate that point. 


Be Professor Harry G. Brown states his conclusion as follows: “It will be 


obvious to the reader that premiums charged in the same way to provide health 


or old-age insurance will have effects similar to premiums charged to provide. 


_ for insurance against accident, so far as their incidence is concerned. They, too, 


Bae. aie 
in whole or in part initially upon employers.’’! 


. 


~ the marginal value productivity of labour, the conclusion is inescapable that 
ay the payroll taxes will be borne by the wage earner.”? 

Bs Joseph L. Cohen, analysing employers’ contributions, concludes that the 
long-run effects of these taxes include a restriction of supply of capital and a 
_. lower level of employment which forces a ‘decline of wages “to such a level that 
the new wage plus the employer’s contribution equals the former wage’’.® 

le In their Program for Unemployment Insurance and Relief in the United 
_ States, Alvin Hansen, M.G. Murray, R. A. Stevenson and B. M. Stewart point 


national basis, the cost of the employer’s contribution in most cases will be passed 
on to the wage earner in reduced wages”. 


an increase in incomes and prices . . . unemployment, caused by the tax, will 
retard the increase in wage rates as technological progress raises the marginal 
worth of labour.” Slichter finally adds that in so far as the price of labour 


. 
_— 


ae Economies of Taxation, New York, 1924, p. 175. 


2 “The Probable Incidence of Social Security Taxes”, American Economie Review, 
September, 1936. 

3 “The Incidence of the Costs of Social Insurance”, International Labour Review, Dec- 
ember, 1929. 


be It is interesting to note that all those who have studied the incidence of 


__will be paid in the last analysis by wage-earners, regardless of their imposition 


i Russell Bauder holds similar views: ‘If wages are, in general, conditioned by 


- out that “whether unemployment insurance is operated on a state, industry or 


Professor Sumner H. Slichter concludes: “If the payroll tax does not produce 
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is an administered one, fixed by collective bargaining, ‘‘social security will tend — 
both to raise the wages of the employed and to increase the number of the 
unemployed”’.4 

Concluding the statistical story on the subject, H. P. Mulford states that 
“the burden of the tax, as shifted, will fall to a degree upon the consumer in the 
form of price increases, but probably to a greater extent upon labour through 
depression of wages or reduction of employment’. 

Evenline M. Burns believes that “the adoption of the self-sustaining social 
insurance principle to finance old age annuities and unemployment compensation 
is to a large extent a decision that the lower income groups must pay for this 
kind of security. The incidence of the employer’s contribution must be a matter 
of speculation. But it is probable that those who, like organized labour, believe 
that in financing through taxes on payrolls they are compelling employers to 
carry a large proportion of the cost will be disappointed. The greater part of the 
employer’s contribution is likely to be shifted forward to consumers or backward 
to wage earners.’’? 

In conclusion, then, it seems evident that the tripartite scheme of financial 
social security, apart from its unethical nature, is in conflict with our post-war 
objectives of full employment. It does not. fit into the general scheme of our 
future fiscal policy. On purely economic grounds, it might serve as a good weapon 
against inflation, but in the long run unemployment represents ‘a much greater 
danger than inflation; and since unemployment must be attributed in no small 
part to a fall in the demand for goods and services, we ought to adopt every 
possible measure to increase the purchasing power of those who have a high 
propensity to consume. 

(Hnd of written statement) 


The Wirness: Mr. Chairman, I was asked to appear before your committee 
only at the last minute, and since I am particularly busy at this time of the year, 
all I could do was present as a brief a part of a study I made some years ago. 
Since then my conclusions on the subject have not changed although I would 
have liked to improve the analysis which serves to justify them. Before coming 
to the discussion period I would like to add a few comments to my memorandum. 

If you have read this, you will have noticed that I am not favouring payroll 
taxes as a means of financing old age security. To sum up my views on the 
subject I would say a payroll tax tends to reduce both consumption and employ- 
ment which are\precisely the two variables of the economic system we want to 
maximize. ‘Consequently the tax would be a decided advantage to those 
employers who use less labour in proportion to their capital. 

Mr. Laine: Mr. Chairman, are these additional reasons? 

The CHarrMAN: Yes. 

Mr. Larne: These are additional to what is in the brief? 

The CHamrMAN: Yes, they are. 


The Wirness: The tax is a decided advantage to those employers who use 
less labour in proportion to their capital. That factor may be of great 
importance, especially when it comes to competing industries, for instance like 
coal, natural gas, oil, ete. ; 


Thirdly, the tax has no relation to the capacity to ae 


Finally, it cannot cover either the employer or the self- employed. 
-——____. 
1 “The Impact of Social Security Legislation upon Mobility and Enterprise”, Proceedings, — 
American Economic Association, March, 0. 


“Incidence and Effects of the Payroll Tax” Preliminary Report, Social Security Board, 
October, 1936. 


“The Financial Aspects of the Social Security Act”, American Economic Review, — 
March, 1936. 
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4 There is another problem I would like to discuss briefly. As you know, and 
_ as Mr. Sharp pointed out yesterday afternoon, there are two approaches to the 
- financing of old age security: the pay-as-you-go approach, and the deferred 
equity or insurance approach. This last possibility has to my mind definite 
limitations. The collection of actuarial level premiums by the government will 
_ produce for quite a long period; about forty to fifty years, far more revenue than 
is necessary to meet current requirements, and the deflationary aspect of such s 
_ method is certainly evident. Furthermore, the reserve fund accumulated by the 
government creates problems of its own. If the government tries to invest that 
money in private economy then it competes with private savings. Such a move 
would also be undesirable for other reasons that you can easily appreciate. On 
the other hand, what the government is most likely to do is to invest the fund in 
government securities and so use it to meet its current expenditures. 

The obligations of the government deposited in exchange do not represent 
actual assets but merely future commitments that will have to be met by — 
future taxes. Under those circumstances the fund is merely a fiction. When 
the system of old age pensions starts to operate on a full scale, the government 
has to revert to the pay-as-you-go approach, anyway. We might as well be 
realistic about it and take that approach immediately. Then, what about the 

issue between financing old age pension security exclusively through general 
taxation, and, the assessment of a special social security tax—I would certainly 
favour a compromise between these two extremes and I think that a special tax 
on net income could contribute a major part of the cost, the rest coming from 
other sources. 


The CHairman: Have you any questions, Mr. Knowles? 


Mr. Knowtes: I think a good deal of common sense has been given in that 
_ brief speech. 
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By Mr. Fleming: . 

Q. May I ask Professor Lamontagne if he is prepared to make any comment 
on our problem apart from the methods of financing? Is that part of his study? 
—A. I am prepared to try, but I do not say that I will give all of the answers. 
You may ask questions and I will ‘answer if I feel able. - 

Q. I would just like to try and fix fair limits to questions that might be 
asked of Professor Lamontagne, and to know whether his studies have been 
_ limited to the fields of social security? or have they been such as to qualify him 
- on some of these other questions such as means test, universality of pensions, 
the proper age, the relationship of ability to work, the provision for persons 
_ between 65 and 69, and kindred questions? or does Professor Lamontagne prefer 
_ to confine his observations, this morning, to whatever method is decided upon 
_ regarding the financing of the social security program?—A. My field is certainly 
- economics and I would prefer to limit myself to finance because I have not 
made any study of the details of old age pension scheme. I have not made any 
~ computations about the possible costs of such a program (and the alternates). 
~~ Q. Iam sure that we will all respect Professor Lamontagne’s wishes in that 
_ regard.—A.. If I may answer in that light, then you may ask questions. 

; -Q. I take it that we will confine ourselves to the matter of financing the 


a i a a 


_ scheme? 
4 The Cuarman: I think Mr. Lamontagne would be ready to give his opinion 
on other matters. If I understood him correctly he said that his particular 
_ studies and experience have been in the fields of economics, finance, and taxation? 
The Wirness: That is correct. 
The Cuarrman: Of course, being the director of a division of a school of 
social science, he would certainly know something about social security, and he 
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would be ready to answer questions if he ree that: he is in a “position to do. S0. 
You may start by asking any questions you wish, Mr. Fleming. Nae) mae 
Mr. Fuemine: I respect Mr. Lamontagne’s nhs, but I got the 1 impression 4 
that he did not.feel that he would like to comment on some of these things in — 
detail—the means test, the proper age protections and so on. 
The Witness: I can promise you in advance that I will be very humble. 
The Cuarrman: We can ask him what he thinks of the means test, and see 
what he says. What do you, think of the means ‘test and of the question of 
age? What is your personal opinion? 
The Wrrness: I think if there is a right and.a claim to old age pensions, 
from an ethical point of view, then the question of recognition of that right 
becomes a question of capacity. to pay. I think if we have the capacity to pay, — 
and if we recognize in fact the right of the citizen to be protected against old age 
and security, then we should abolish the means test. a 
Mr. Knowues: Hear, hear. . q 
The Wrrness: We should go as far as possible, provided it is a right; pro- _ 
vided it is founded on ethical principles and provided that we have the capacity. _ 
Those are the two matters of consideration we have to take into account. ee 


f 


By Mr. Fleming: 

Q. Would you be prepared to rate, in order of urgency, the priority of the 
three attacks or weaknesses that have been claimed in the present system; first, 
there is the means test; second, there is the fact that the age begins at 70 and not. 4 
65 as some say it should and third, their alleged inadequacy?—A. Well, I think — 
in that matter, we should go rather slowly. It is better to go slowly than to go _ 
fast andthen Have to come back. | 
I think the best way to proceed now is to get an improvement over the present _ 7 
situation, and once we realize that there is an ‘Improvement not incompatible with — A 
the normal working of our economy, then we should try to improve it still 
further. I do not think we should regard our social security program as we do- 4 
the constitution in Canada, and say that it is a fixed system. We should be q 
willing, at the start, to review it as we advance in the fields of economics and — 
social progress. I think, for the moment, that I would favour a pension, without — og 
a means test, for those of 70 years of age and over; and a pension, with a means” 4 
test, for those between the ages of 65 and 70. I think this would be ‘an improve-_ 4 
ment on the present situation and we would see what results are produced by — 
that improvement. ‘Then, perhaps in a few years, we should try to improve it 4 | 
further if circumstances permit. 
Q. What do you say about the amount of the Seat Ont ae Well, thet 
amount of the pension I think has to vary, in a way, and I think that is one of — 
the weaknesses of our system. We have to take into consideration that we are ~ 
living in an unstable economy. A pension of $40 or $50 might be quite reason- — 
able now; but, during a depression it might be over the subsistence level. I: think | | 
there is no str aight answer to such a question because I think that $40 is certainly — 
a minimum now. If we assign, to our social security system, the objective of : 
providing a subsistence level | for those whom we are willing to protect, then Lg 
think we should have a pension of $40 now. But I think, for the future, we — 
should arrange a kind of flexibility in our system in order aS be able to adap ne 
ourselves to fluctuations i In our economy. | 


ae 


Mr. Know.es: With revisions from time to time? “oe ae 
The Witness: Yes. | | : Be 


Mr. Fieminc: But, at the start, I understood you to say that at was < the | 
minimum now. 


_ The Wirnmss: Yes, I think so. From that point of view, I think if Ay man 
has only $40 a month to live on he will not go very far. 
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~~ -“Mr. Ferrite: Would you treat a couple in the same way? If you had two 
_ people on the old age pension would you treat them both the same? 


I ‘The Witness: Yes, I think so; because it will be a minimum anyway. 


By Mr. Fleming: 


7 Q. I would like to ask you a question, Professor Lamontagne, with a view 
_ of applying, more specifically to the problem before us, the general statement 
_ that you made at the opening of the meeting today in regard to the fairest 
_ method of financing. You indicated that we might have to approach this question 
~ gradually. Would you care to tell us just how? Suppose you were recommending 
_ the precise method of financing increased expenditure on old age pensions, how. 
_ would you propose to raise the first $100 million, the second $100 million, and the 
- third $100 million?—A. I think that I would not make a distinction at those 
different stages in that way. 

_Q. Excuse me, I do not want to mislead you. I was not suggesting that you | 
_ would do that; I just wondered if, in taking the different amounts like that, it 

might illustrate the way you would pay the different taxes; where you would 
start with the contributions in one form or another; and where, if you were 
Increasing the expenditure, you would raise some more? You can forget the 

_ amounts because I am just trying to illustrate a method?—A. I think I would 

start by imposing a social security tax. I would start first by assessing the 

_ total cost of the measure during the coming year. I would assess a social security 

_ tax on net income and, at the same time, because I think the economic situation 

_ allows it now, for political reasons, I would lower the income tax. 

x Q. The rate or the exemption?—A. The rate; because I do not think that 

inflation is a danger now. I think deflation is the danger for the coming years. 


~¥ 


o By Mr. Brown: 

-: Q. Where would you raise funds to operate the country?—A. By the social 
- security tax. That would be a kind of transfer from the general taxation, to a 
- special tax earmarked— . 
- . Q. Do you mean for social security purposes? Or for general revenue? 
_ —A. For old age pensions. 

*  Q. You said a moment ago that you were in favour of lowering the income 
- tax rate?—A. At the same time—in order to maintain the present rate during 
the coming year. I mean the present rate of income tax. 

~_ Q. Do you mean you would lower the income rate as it now exists?—A. Yes, 
ql for general taxation purposes. 

___- Q. For general taxation purposes; then, that would assume that the taxes 
- levied upon us now are excessive and not needed for the general revenue of the 
~ country?—A. Yes. 

— . Q. You say you would therefore lower them?. Assuming that we continue 
to receive the revenue we now get for expenditures that are necessary, do you 
- say that we should lessen those expenditures?—A. Not lessen our expenditures; 
but I do not ‘believe in the balanced budget, and I think we will experience 
be deficits in the near future. 


- 


Mr. Fiemine: I think there is some cross purpose discussion here. 


.The Cuatrman: I can see that. If you will bear in mind that there is 
already $100 million a year spent on old age pension, then it will help you to 
see what Mr. Lamontagne has in mind. 

4 


Mr. Fiemina: It is more than $100 million; this year’s budget shows $135 
MONS te. 4 | 

a The CuHarrMAn: The $35 million is the provinces’ share. 
: - ¥ " 
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By Mr. Brown: opty. : 4 | 
Q. Assuming we remove the $100 million from the present expenditure _ 
of the government, do you say that income tax for other purposes should be ~ 
reduced?—A. It might be reduced; of course some other consideration should 
be taken into account at that time. If inflationary pressures are very high 
then income tax should not be lowered but as we can see now, I think inflation 
is no longer a danger—at least general inflation. There can still be some bottle- 
necks in particular sectors of the country. 
Q. What you say is, that it should be done by deficit financing?—A. This 
expenditure of the government is completely automatic. 


By Mr. Fleming: 

@. Perhaps we are getting away from my question. Is not your position 
this: you are saying in effect that social security costs should not be in the 
taxes; they should be segregated from the money raised by taxation?—A. I 
would say a major part of the cost should be financed out of a special tax. - 

(. When you spoke of reducing the rates of income tax you had in mind the 
fact that today we are spending, in our budget, about $100 million on old age 
pensions; and you say you would take that out of the budget, put it in the 
social security levy, and reduce the income tax by the amount that results in 
the $100 million of taxation?—A. Not necessarily; but that is another question. 

-Q. Subject to what you said about balancing the budget?—A. No, Ido not _ 
favour a balanced budget. 


By Mr. Knowles: 


Q. Do you not say simply this, Professor Lamontagne? You think there 
should be a social security tax imposed for raising a major part of the cost — 
of old age pensions?—A. Yes, on net income. . | 

Q. And you said you thought this was a good time to do that, because 
you could make up politically for the extra burden of the social security tax 
by making a corresponding reduction in income tax?—A. Exactly.. 

_ Q, From that, Mr. Brown took you into general financing, which is a 
legitimate proposition, but had we not better finish this? 


By Mr. Fleming: 

Q. Could we go back to what you were saying about the way you would 
finance the social security cost?—A. First, a social security tax for the major | 
part, and then the general taxation. | 

Q. You spoke about the way you would start collecting that direct tax, and 
the exemptions that you would allow there?—A. Well, I think the exemption 
should be lower than those recognized presently by income tax legislation, but I 
think we should allow for some income exemptions. 

Mr. Know.es: You said “on net income?” Do you mean above a certain — 
exemption? . 

The Witness: No, I meant disposable income. a 

Mr. FLEMING: I think the exemption now is $1,000 for a single person, $2,000 — 
for married persons, and $150 for each child of family allowance’s age. How © 
low would you write those exemptions for the purpose of social security — 
contributions? | 4 

The Witness: I think I would revert to the situation during the war when 3 


the exemptions were $750 for unmarried persons, and I think, $1,200 or $1,500 a 
for married persons. . 


_ Hon. Mr. Farquuar: What is the idea of reducing one tax and putting it on i 
im another place? Do you give the reason that it would be a more just levy? — 
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The Witness: No, I do not think so, but I advocate that step for educa- 


_ tional purposes, and I think for human purposes— 


Mr. Rosertson: Psychological purposes? 

The Witness: Yes, psychological purposes. First of all, those who would 
receive pensions would have the conviction that they were paying for it. 

Hon. Mr. Farquuar: It is not to the advantage of the taxpayer? 

The Witness: No, no, but it gives a very different psychological reaction. 
People would certainly learn that what they get from the government they 
have to pay for in a way, and in a large way. 

Mr. Knowies: Would you graduate that social security tax? 

The 'Wirness: Well, that is a question of value judgment, and very 
subjective Judgment. It depends on the degree; or the extent you want to 
redistribute our national income. If we feel now that there is an unfair 
distribution of our national income, and that the rich are too rich, then I think 
it would be a good thing to have a graduated tax. 

Mr. Brown: What do you think? 

Mr. Know es: He is enunciating principles. 

The CHArRMAN: Would you care to answer that? 

Mr. Brown: Do you think the rich are too rich? 

_ The Witness: That is a kind of political question. 

Mr. Brown: I do not think it is very political; I think it is very practical. 

The Wirnezss: I think I would favour a graduated tax; for one reason— 

Mr. Knowtes: Hear, hear. | 

The Wirness: My reason is that the self-employed, and some employers, 
have many means of underestimating their current incomes. In other words 
they can, in part, escape from our tax legislation. I think that the lawyers and 
all professionals know very well what I mean. 

Mr. Knowtes: Most lawyers are professionals too. 

The CuHairMANn: That is a rock in my garden. 


By Hon. Mr. Farquhar: 

Q. Do you believe it should be graded in the same way or on the same 
basis as our income tax?—A. I think that is more detailed than the first question. 
If we decide to have a graduated tax, I think we might as well leave it very 


much like our income tax, because it would certainly decrease our administrative 
difficulties. 


By Mr. Ferre: 
Q. How would you ear-mark it if you put it in the income tax—aA. I think 
it could be done by making a special assessment, or a special formula. I think 
you can ear-mark it quite easily. 


By Mr. Knowles: 
Q. Another simplified form?—A. Yes, a simplified form. 


By Mr. Shaw: 
Q. In referring to these exemptions of $750 and $1,200, does the witness 
envisage that we take into account dependents at those levels?—A. Yes. 
~Q. And have you considered the number of Canadians who would not be 
affected, so far as this special income tax is concerned, by those exemptions?— 


BSA. ‘No. T hope there would not be too many Canadians exempted because I 


think it would ibe too bad if we should have a great number of Canadians 


earning less than $750. 
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.. The Cuarrman: I believe, Mr. Shaw, you will find an answer ‘to your 
question 1f you look at the tables which we obtained yesterday. | 

Mr. Suaw: I asked the witness because he recommends securing the bulk 
of revenue from that source for social security and I wondered if he knew 
_ the extent to which we have coverage? 

The CuarrMan: There is quite a difference between the bulk and the major 
part. 

Mr. Knowtes: It could be 51 per den 


By Mr. Robertson: 


Q. What has the witness in mind?—A. I think it is a qualitative evaluation 
because I think the purpose of such a tax would be for psychological reasons. 


By Mr. Eek 

@. Mr. Chairman, I am interested in what Professor Lamontagne has 
said in his particular . reference to this tax as a social security tax. I can 
envision, under his proposal that a social security tax is personally imposed 
upon production. When we use the term “social security” does the witness agree 
that this particular field is only one of several fields that are going to be 
entered? Consider a young man of 35. He may not be thinking about old 
age pensions; but should he go to hospital for a year, then hospitalization 
becomes very important and of more grievous concern to him than do old age 
pensions. We have to think of hospitalization and medical care. Professor 
Lamontagne envisions a tax for old age pensions. The provinces are already 
entering that field. Does he think the tax which in his view would be imposed _ 
upon production, might be too great?—A. Well, first of all I think that such a dl 
tax might have the. result of lessening the intensity of demand for further — 
extension of our social security services. Secondly, I think it is always possible . 
to assess the possible consequences of taxation on production. I think that if 
we have the right structure of taxation, and if we rely on income tax—I mean 
income tax on individuals and corporations—I think that the effect on production. 
will not be too unfavourable. I believe we emphasize or give too much > 
importance to the possible effect of income tax in particular on production. 


By the Chairman: 
_ Q. On incentive, you mean?—A. On incentive or on production, if you like. 
Ido not think that the rate of taxation is a determining factor in business 
decisions, unless we have, of course, a tremendously high rate of taxation. I 
believe the major factor influencing investment, decisions actually is the © 
ney to make a profit. ° 2 

By Mr. Laing: | 4 
_  Q. From what you have said, Professor Lamontagne, it would seem 
important at this time that we attempt to evaluate the relative importance of 
the various areas of social security in such financial proposals as you envision. 
—A. I think that is precisely what we are doing in developing our social security 
system. That is my opinion. We are developing our social security system q 
gradually by taking into account that evaluation, and I think from that point _ 
of view, in a well integrated social security system, family allowances would © 
be managed first to be followed by old age pensions. And I think that pie a 
insurance would be the next step. 


The CHarRMAN: I wonder if you grasped exactly what Mr. tains asked? 4 
May I discuss it with the witness in French and then he may answer? ie: 
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Mr. Latna: Yes. ; oer , 
_ The Wrrness: I do not think it is necessary to evaluate all the possible 
financial burdens and requirements of other measures. 

. | 

By the Chairman: 


a Q. That may come. . . .—A. Because to my mind what we are striving 
to obtain for the old aged now, anyway, is a minimum. 


By Mr. Laing: : 

_  Q. If you call this a social security tax, the reaction of the person who is 
paying that tax would be: You do not provide social security. You do not 
provide hospitalization—A. Oh well, you have only to change the name. It is 
just a question of a trade mark. 

_ Q. Either that, or you have to extend the services—A. I think we shall 
do both. | | 
QQ. I think so, too—A. I hope so. 


By Mr. Brown: 

Mm  Q. Are you changing the name or otherwise? 

_ The Cuatrman: He says that old age pensions would be the first step, 
and then we shall go on with health insurance. 

| Mr. Fremtine: -I do not think he said quite that. 


| The Cuarrman: Maybe he did not go as far as that, but I thought that 
| was the meaning. 


| By Mr. Fleming: 

| Q. I thought the witness said that old age pensions and health insurance 

| should be the first step—A. No. I thought I said that health insurance should 

| be the next step. | 

_ Q. You put old age pensions ahead of health insurance?—A. Yes. 

__ Q. What would you do about providing for needy invalids?—A. I certainly 

‘think it is an important field and it would be a very important matter to take up. 
__ @. Where would you rate it in terms of urgency or priority as compared with 

old age pensions?—A. I am not ready to answer that question because I have no 

‘immediate knowledge of the relative importance of the needy at the moment. 


— _ ~-By the Chairman: 
| Q. That is very difficult—A. And I think there might be some constitutional 


re, 


difficulties involved there. Anyway I believe that some provincial governments 
are ready to go on with it. 
_ Q. They are doing something. 
_ Mr. Fremine: But not very much. 
- The Cuarmman: Mothers’ allowances. That is what you have in mind? 
Mr. Fremine: You say “mothers’ allowances’’? 

a The CHairMan: Yes. 
a - Mr. Fieminc: I was asking about allowances for needy invalids. 
| The Cuamman: The witness said that provincial governments are already 
d ying something for them in providing allowances for the wives of invalids who 
have children 16 years of age and under. That is what we have in Quebec. I do' 
not know if they have it elsewhere. 

_ Mr. Fiemrva: But there is no direct provision apart from actual income for 
he relief of needy invalids? - | | 
_ The Cuairman: No. There is nothing in Canada now, I believe. 
 63112—2 
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- to lower that rate-——A. In spite of the higher cost of living, I think that the 


- exemptions because there were scarcities of all sorts at that time. 


when there was a time of scarcity. 
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Mr. Fremrinc: Except perhaps in Newfoundland. . 


By the Hon. Mr. Horner: ¢ 

Q. You recommend a lowering of the income tax for single and married 
people. Do you realize the cost of living now is much higher than it was in a 
former period. I am afraid it would be very difficult, for example, for a young 
man to save anything for himself with the present cost of living if you attempted 


standard of living would be higher than it was during the war when we had such 


«By the Chairman: i 

Q. You are saying that we have a higher standard of living now than we 
had during the war?—A. No, no. I said I thought that those who would be 
exempted under $750 would hayes a better standard of living than during the war, 


By Mr. Robertson: 

Q. This lowering of exemption would apply only to the social security tax 

and not to the general income?—A. That is right. 
Q. Therefore the amount on a small income would be very small?—A. Very 
small. 


By Hon. Mr. Farquhar: 

Q. Have you considered the advisability of re-imposing the excess profi 

tax for this purpose?—A. In that regard I would favour rather a graduated vam x 
for corporations rather than an excess profits tax. 
Q. Do you not think that the excess profits tax would place the burden on 
those who were more able to pay than any graduated tax would? 
The CuatrrMan: Did you get the answer of the witness? When he spoke of 

a graduated tax, he was talking about a graduated tax on corporations, not upom 
individuals. 
The Hon. Mr. Farquuar: A short time ago I thought he mentioned that i it 
would work out about the same as the income tax today. 


By the Chairman: 


Q. But now he is talking about corporations—A. I think that an excess 
profits tax is not a good one in normal times because it is a tax which is unfavour- 
able to production and to incentives. 
By Hon. Mr. Farquhar: a 


Q. Possibly, if carried too far—A. So I think it is much better, in that field, 
to organize a graduated income tax for corporations. 

Q. That is your opinion.—A. Because you then obtain quite the same resulll 
and furthermore by not treating all the corporations on the same level, you render 
it more difficult for them to pass on to the consumer or to some other aspects of 
production (even a tax on profits) because they are not at the same level. 


By Mr. Knowles: , a 

Q. That would be one of the places where you would get them .at the 88 me 
level as you would with your social security graduated tax?—A. Exactly. 
By Mr. Ferre: a 

@. Do you mean, Mr. Chairman, that the tax which is Scie on everybe ody 

to produce old age pensions for all should be added to the private pensions t= 
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= A. Social security to my mind is aimed at providing a subsistence for every- 
body; and then I think we should leave it to individual initiative to provide 
_ whatever the individual may want. 


By Mr. Brown: 

= Q. Do you think it should be a full or a partial subsistence?—A. You say 
“full or partial”? 

| ~ . Q. Yes. We have had witnesses before us who said that it should not be a 
full subsistence. What do you think?—A. It depends on*your definition of 
im. © subsistence’’. 

i The CHarrman: A witness gave us the average expenditure of individuals 

_. throughout Canada for last year or the year before. 

gy Mr. Fiemine: To encourage them to work? 

- The Witness: Yes. 


By Mr. Brown: 
3 Q. Was it the life insurance people who said it should be below the sub- 
_ sistence level?—A. It depends on how you define subsistence. What I mean by 
_ subsistence is the minimum and I would make a difference between subsistence 
| and desirable living conditions. 
a Q. In any event you think it should be subsistence level; in other words, 
_ the individual should get enough to keep him healthy and comfortable; is that 
ieee Tight?—A.° Yes. 
= Q. Without the means test?—A. Comfortable would be perhaps too high 
for the subsistence level. 
_ --—«Q. What is generally considered to be comfort. 
‘Hon. Mr. Horner: Decency, anyway. 
The Witness: I would prefer decency. 
a Mr. Suaw: It was the life insurance officers who suggested they pay pensions 
j below the subsistence level to encourage the individual. 
a The Witness: I think if we gave $40 a month to a man you would certainly 
not be discouraging initiative. 
_. Hon. Mr. Horner: You are taking into consideration that most of the 
_ provinces would add to the pension? 
Mr. Knowizs: Not most; only three. 


| The Witness: I certainly think some provinces would like to contribute 
more. 


Mr. Core: The witness has stated he would desire to see more flexibility in 
the pension scheme. Now, having in mind that, since the inception of this Act 
In 1927, there have been several adjustments in the amount being paid, it 
being increased to nearly double what it was in 1927 would Professor 
Lamontagne have something particular in mind which would make that 
flexibility -operative? 

The Wrrvzss: I think we have to take into account financial considerations, 
but I think we might work out some formula to keep @ certain proportion 
between these pensions and fluctuations in the cost of living. It would not be a 
direct relation, but it might be a proportion; for instance, for a one per cent 
increase in the cost of living there could be one-half per cent increase in the 
pensions, or something like that. 

Hon. Mr. Horner: Would you not have difficulty once you started to reduce 


a 


_ The Witness: Yes, of course there would be some difficulty. 
6311223 
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_ The Cuatrman: Do you not think: that dt of trying to find a formula 3 
we might better leave that to parliament? a 


: Mr. Corn: As a matter of fact these adjustments winch have been nde 
represent an adjustment period of some four to five years. 
The Witnuss: Yes. 


5 


By Mr. Cote: 


Q. Would you think that a special tax for old age pension purposes at ae 
help to make for more flexibility?—A. Well, it depends on the system. If you — 
want to balance off expenditures with revenues then you cannot bring in more — 
flexibility. It seems to me in that particular field it is not very desirable to strike © 
a balance between revenues and expenditures. 

Mr. Brown: Why not? 

The CHarrMan: Mr. Brown, the witness has said time ‘and again this 
morning that he advocates deficit financing at this time, so if we go into this now 
we will be here for a couple of days. ) 

The Wirnsss: I said I was not favourable to a balanced budget, but that — 
infers we could have a surplus sometimes. a 

Mr. Brown: You also said you favoured deficit financing, but you did not — 
favour it all the time. 


The Witness: When it is required. 


The CHAIRMAN: He said he favoured it when there was no danger of 4 
inflation. 


The Witness: To my mind the one aim of our fiscal policy is to try tol 
stabilize our economy. 4 


Mr. Brown: I understood you to say you favoured an unbalanced budget. and ie 
deficit financing at all times. / 


The Wirnsss: No. 


By Mr. Ferrie: 


Q. There is a certain part of the public that contributes to private pensions, 
and those private pensions in some cases are very high. Let me give you an 4 
example of a banker retired at 60 on a private pension. Would he get an old — 
age security pension given to him?—A. I think they should be covered, too. If 
they do not come under the scheme of old age pensions then it would be hard to 
ask them to contribute, and I think it is very desirable to ask them to contribute. 4q 

Q. Under the social security tax that you have mentioned you said that all — 
people are entitled to that pension as a matter of right?-—A. Yes. 

Q. Then you turn around and say to these people that they have a right to. 
be paid their private pension and old age pension too, yet another part of the 
population is only entitled to one class of pension?—A. TEI understand you, you | 
mean we might not bring those under the scheme; is that what you mean? “a 

Q. No, no. What I am trying to get at—Let us be frank about it; here 1 isa 
farmer and he contributes to all pensions, private pensions directly and indirectly? i 
—A. How does he contribute directly? : 

@. He is assessed. Supposing he goes into the bank, he has to pay so muchas 
to support that banker’s pension—aA. That is indirect. 

Mr. Larne: It hurts, anyway. 4 

By Mr. Ferrie: . ie 

Q. It is a direct tax as far as he is concerned. For instance, a farmer makes 
a contribution to the civil service pension through taxation. Are you going to 
add the social security pension to that pension?—A. You see, if we follow the 
line of your argument we should also examine it from, the point of view of ou 
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‘ ‘s heme of family allowances. If you are a farmer you are taxed for expendi- 
‘ tures for children of a lawyer. You can say that for everybody. 


 farmer’s children too. | 

_ The Wirness: Exactly. We cannot assess the financing of individuals like 

_ that. Even if a lawyer has not an old age pension he would charge as much as he 

a could for his services. 

s Hon. Mr. Horner: Mr. Chairman, Mr. Ferrie refers to the industrialists who 
_ have a pension scheme. That pension is certainly added on to the cost of pro- 
duction. In the case of the banker the tax is indirect to support that pension. 

_ You are recommending far beyond what is needed for a $40 a month pension. 


wa 


without a means test. 


_ The Wrrness: If you refuse a pension because he is paying already for a 
pension on his own, that would be unfair. 

/  ~Mr. Knowzss: Is it not one of the purposes of removing the means test, 
_ to encourage people to provide an additional pension, or to purchase a home or 
assets of one kind and another, knowing they will not be victimized by their 
_ additional assets? We do not want people to lose the pension because they have 
_ those other assets. Why should they lose the pension because they hiave other 

assets? 


___-Mr. Ferrie: You do not want a means test; none of us want a means test, 
a Mr. Know1szs: ‘That is good. 


, 


Mr. Ferris: It is the primary producer who is going to pay. 

Mr. Knowzes; I am with Mr. Ferrie one hundred per cent. I am thinking 
_ of primary producers. I know people who, due to good prices in war time, obtained 
_ ownership of a farm or were able to sell their farm and put money in the bank. 
- Now, they have paid indirectly for all these pensions but because they own that 
_ farm or have money in the bank they are denied the old age pension. 


“ t 


_ Mr. Fiemine: This is an interesting argument, but I submit that while 
_ we have Professor Lamontagne here we should use the time to ask him questions. 
_ The Cuarrman: I will ask Professor Lamontagne if he cares to comment 
on what has been said? | 

_ The Wrrness: I do not think T have anything further to add. 


- Mr. Ferri: I asked a question and I did not get an answer. What I am trying 
_ to get at is this: here is a group that is going to receive a stated pension and here 
is another group that has contributed to a pension to help both themselves and 
_ this other group and they are only allowed this certain amount of money. Now, 
why should they be allowed to add to their private pensions? | 


The Wirness: I do not think you can avoid that. 


ie 
much of this security is the very thing that will prevent people from making 


any endeavour to own their own farm or their own home, which will enable 
them to take care of themselves in later years. 


¥ 


will not reprimand me as he did yesterday. It is hard for me to contain myself 
while you are permitting all these statements. 


only thing I can say is I regret they have been made. 
Mr. Brown: You have some solace, Mr. Shaw, because I have been repri- 
manded too. 


_ =~ Mr. Laine: The example is hardly comparable because a lawyer pays for a | 


_ I think it is premature for Canada at the present time to talk of a pension at all _ 


_Hon. Mr. Horner: Might I remark to Mr. Knowles that I am afraid too 


Mr. Suaw: I trust the next time I try to make a statement the chairman 


The Cuatrman: I am not permitting them, they have been made and the 
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Q. Professor Lamontagne, earlier in reply to a question, you indicated you | 
would finance the major portion of the cost of pensions by direct tax. Now, a 
as to this direct tax, you have indicated that it would be, in all respects, similar 
to the present income tax, but with a lower exemption. Now, as to the remainder 
of the cost, that part which you are not going to finance out of your income tax — 
‘with lower exemption, how are you going to finance that specifically?—A. I said 
it would be financed out of general revenues; it may be general taxation, it might 
even be by borrowing in time of depression. , 

Q. You talk about general taxation; can you be more specific?—A. As 1 
said, I think we should not try to balance revenues against expenditures of the 
system. We should allow a certain residue to be financed by general taxation or 
other methods. ; 

Q. Are you not prepared to be more specific about that balance than just 
saying it is general taxation?—A. No. 

Q. Would you care to comment specifically on suggestions made here abott 
taxes on consumption as a means of raising a portion of the cost?—A. Do you 
mean sales tax?. 

Q. We have had suggestions about sales tax. a 

The Witness: I am quite against going any further with sales tax for quite _ 
good reasons. I think this is a tax which is most regressive because those in the 
lower income brackets are spending nearly all their revenue, and those who are 
in the higher income brackets are spending a much lower proportion of their 
current income. I have seen some estimates of that, and of course they were — 
only approximations, but for every additional dollar in the lower income ~ 
group, they were spending, ‘on an average, ninety-three cents, and in the other 7 
eroup they were spending about thirty-six cents. You see, as income rises the — 
spending habits of individuals are very different. If you have a tax on spending © 
it is very regressive because of the fact that the low wage income group spends ~ 
almost all of its income. 


Mr. Fiemine: Then you would not have an increase in sales tax. Now, — 
speaking of general taxation, the forms which are open to you are customs — 
Import, excise tax and succession duties. Are you going to raise some of those? — 

The CHarrMAN: Should you not mention corporate income tax? 4 

The Wirness: I said I was in favour of a graduating income tax for — 
corporations. You could certainly in that way have additional revenues — 
because there are some monopoly profits in our economy. i 7 


By Mr. Fleming: . a 


7 


By Mr. Fleming: | 
Q. I want to understand your point of view. You have said that you — 
would provide a major part of the fund to meet the pension out of your income — 
tax and corporation tax and the balance out of general taxes—A. The social _ 
security tax is a tax on personal income. | ie 
Q. You said the balance of the cost of the pension would be financed — 

out of general taxes, and I was trying to get you to be a little more specific | 
about that. You said you would not do it by an increase in sales tax?—A. Now 
@. Would you do it by increasing any other specific tax, customs, excise — 

or succession duties taxes?—A. You are still trying to work with the concept | 
of a balance and I do not work necessarily with that a7 
Q. I do not necessarily work with the idea of an exact balance every 
year, but there has to be an over-all balance.—A. Well, of course, I think you 
could certainly get additional revenue by reorganizing corporate income tax 
which is certainly a new source, and a source we would have to use especially | 
in times of intense prosperity. te 
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ee. By Mr. Brown: — 

_ - Q. I understood you to say before that you thought it would remove 

incentive if you put too high a tax on corporations——A. The excess profits 
tax is certainly unfavourable to incentive. 

— Q. Let me summarize what you have in mind. You believe corporate 
taxes should be increased?—-A: They should be increased in certain cases. 

¢ Q. It is either yes or no. I am talking about corporations generally. In 

order to raise more revenue you would have to increase the taxation on 

~ corporations?—A. You would have to get more revenue from that tax. 

_ Q. The way you get more revenue is by increasing the taxation. 

Y By the Chairman: 

© Q, Would you rather favour a surtax on corporate income rather than an 

Mincrease in the rate?—A. Well, you see I think a surtax is a tax on surplus. 

>  Q. I am sorry, I mean a surtax—A. On profit? 

>»  Q. On corporate income. Would you favour a surtax which would keep 

_ the present scale of rates as it is between large and small profits?—A. I would 

certainly favour a graduated tax for corporations. 

m@ . Yes, but would you change the rates?—A. We have fixed rates now, 

80 we would have to change the rates. ; 

— Q. I do not believe you understand what I mean. Suppose, for instance, 

-& company in a certain year paid $50,000 in corporation taxes. If we said 

“there would be a special surtax of 10 per cent, that. would mean that company 

would have to pay $55,000 that year, but that would not change the present 
“seale of rates. Would you favour such a system, that is to say, a surtax, 

“or would you rather favour an increase in the rates themselves? In other 

words, are you satsified with the present scale of rates for corporate income 

“tax?—A. I am not satisfied as it is now. I think, as I pointed out a moment 


. 


ago, there are some monopoly profits not touched enough by corporate income tax. 
Mr. Know tes: And a surtax would not introduce an element of graduation. 


— By Mr. Laing: 

Q. If you introduce the word “monopoly”, you are not going to correct it 
“by any tax, surtax or graduated tax or anything else—A. I do not propose to 
Tearrange the tax system in order to solve the monopoly problem. 

_ Q. We have been through this before and we have been told that increased 
excess profits taxes discouraged capital investment.—A. You see a 100 per cent 
| tax on profits certainly obliges a corporation to readjust its marginal cost 

against its marginal revenue. The moment the corporation makes a certain 
profit and is taxed at 100 per cent, then there is no incentive to increase produc- 
tion. If you are on a graduated tax that never attains 100 per cent, then it does 
‘Not change the equilibrium of the firm. There is always an Incentive, provided 
‘the rate is not 100 per cent. There is always an incentive to expand production; 
‘that incentive is always there. | 
, By Mr. Fleming: 
- Q. You are not prepared to be more specific than you have ,been about 
with what new taxes you propose to meet the balance of cost of the pension 
cheme?—A. No, because I think we should visualize our fiscal policy as some- 
hing which has to be flexible and we should not impose too strict conditions 


mm it. 
__ Q. On the other hand, we have to find the money; and if we are going to 
scommend a new system of increased benefits, we have to find it now. That is 
thy I was hoping, since you pointed specifically to a particular tax that you 
ould recommend as the major portion of the tax, that you would be prepared 
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to indicate what other tax you would look to in order to meet the balance?—A. I 
believe we have already $100 million for that purpose, but I think it is not 
enough. And if with a special tax it is not enough, we could certainly refer to the 
corporation tax. It does not mean that if we have a depression we should increase’ 
the taxes. But at any rate during a depression we cannot expect to balance these 
expenditures and revenues. 

Q. Very well. You said that the major portion should be financed out of 
this direct. tax on personal income?—A. That should not be any special problem, 
I think, because at every session, if it is a good session, parliament i increases the 
sa services to the community. Parliament does not try to assess a specific: 

tax for those new services. 

Q. And how much? What would be the proportion you had in mind when 
you spoke about the “major part?’ —A. It cannot be a fixed portion because 4 
would change according to the fluctuation of income. 

Q. Suppose you are starting now? Suppose you are sitting here as a member | 
of this committee trying to formulate a recommendation to parliament? 


Mr. KNOWLES: I wish he were! 


By Mr. Fleming: a 
Q. What fixed percentage would you start with?—A. I do not understand 
that specific question. I think I would need much more detailed statistical 
information in order to be able to answer it. 
Q. You spoke in relation to exemption, and you used the expression that 
“vou hoped there would not be too many exempt”; and you used the expression 
“for psychological reasons”. Would you enlarge on that thought, please?— 
A. If the great majority of Canadian people contribute, and have the proof 
that they contribute to old age security programs, then they will have the con- 
viction when they receive the pension that it is not pure charity or public 
assistance. They will have the conviction that they. receive it as a right.’ 
Furthermore, I think it might be used as a break in public demand for higher 
and more extended social security, because the public will know that from now 
on if they want to have more social security they will have to pay more taxes 
and more specific taxes. 
Q. Quite. Now, how do you relate to other things that desirability of 
impressing upon the people who are going to get this universal benefit that it 
costs money, and that if people want benefits they have got to pay for them? 
How do you relate that to the remark you made in speaking of costs that you 
started with $100 million? Are you suggesting that that benefit be drawn ol it 
of the present tax pool?—A. I think so—for the rest. ; 
Q. I may have misunderstood you, but I thought you suggested that’ we 
should take that $100 million out of the tax pool now, and reduce the income tax 
to that extent, and transfer that amount to your social security fund.—A. Tt 
was not a question of any particular moneys but rather one of transferring a 
part of the rate of income tax in order to avoid, after our program is started, 
having increases in the rate of income tax which it would be impossible | to 
justify. ; 
Q. How do you relate this psychological factor—the desirability of making 
people understand_ what they are paying for in the way of social security 
benefits—to the proposal of increasing corporation taxes?—A. The proposal | of 
increasing corporation taxes is not for the specific purpose of the old age pension 
It is purely for general revenue. If at one time the government should be facing 
a deficit in its general revenue, and if under the particular economic circum- 
stances at that time a deficit is not desirable, then the government can certal nly 
increase the corporation income tax. ns: 
Q. I agree that in the case of a tax on corporations you do not achieve tha 
psychological factor which is desirable—A. Oh no, no. 
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__which are hidden in the commodity they buy—A. No. 
each year, although over a period of time presumably there should be an over- 
all balance. But in relation to a particular source out of which social security 
____ benefits are to be paid, do you contemplate the setting up of a separate fund 
| apart from the Consolidated Revenue Fund, ear-marked for that particular 


remarks. 
Mr. Knowzes: Yes, and very well too. 


_ The Wirness: And I think that if we accumulate too many funds we shall 
run into very intricate difficulties. 


By Mr. Fleming: 
_ _Q. You are not proposing that the fund be ear-marked as ia social security 
fund?—A. No. 

Q. Then you do not raise the question of “pay-as-you-go” with respect to 
social security benefits at all?—A. You can work out a system of “pay-as- 
you-go” even if ‘you take a part of the expenditures out of the general revenue. 
It is, over-all, “pay-as-you-go”. ' 


By the Chairman: 


Q. Our family allowances are on a “pay-as-you-go” basis——A. That is 
right. 3 


By Mr. Fleming: 
Q. I wish you would help me to understand more clearly than I do now, 
how you relate your view that there does not need to be any social security fund 


going to have some fund to be used for that purpose as well as something drawn 
from taxes. Are you going to attempt to achieve some plan with respect to your 
_ sources of income out of which these benefits are to be paid?—A. No. The 
Special social security tax contributes only a major portion of the cost. I think 
_ there is no danger of having a surplus from that point of view. You will always 
_ have a residue of requirements that you will have to find in other places. 

= -Q.. So you say the over-all budget does not have to be balanced, and that 
portion of it which represents your social security income and out-go does not 
need to be in balance either?—A. At a time of very acute depression I think 
___we should not be opposed even to borrowing or to credit expansion for that 
i purpose. 

Mr. Suaw: That sounds interesting! 


By Mr. Knowles: 
| Q. The witness has made it clear that the pensions are to be paid out of 
_ the consolidated revenue’ fund. He also feels that for educational purposes an 
amount equal to a major portion of what it costs for old age security, 51 per cent 
or better, should be contributed by a graduated tax on net income.—A. Or it 
might be only a proportionate tax. 
| The CHarrMAn: He does not discuss that part. 
_ Mr. Knowtiss: It might be; but I think the witness said he did favour it. 

Mr. Fieminea: I thought it was a corporation tax. 

- Mr. Knowtss: Both. 
The Witness: Both. I favour it. I would not fight against a proportionate 


is 


y, oa a rn | . : . ; 
: af nt —Q. Nor do you achieve it in the case of hidden taxes which people pay and 


Q. You emphasize the view that the budget should not be made to balance 


purpose?—A. I think I discussed that matter this morning in my preliminary 


ear-marked for this particular pension purpose, and the thought that you are. 
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By Mr. Knowles: 

Q. But the witness says that with respect to the rest of the money, that is 
part of the general fiscal policy —A. Exactly. 

Q. I think it has been a little unfair to the witness ie try to pin him down 
as to the methods of raising general revenue of the country. I think that is 
a matter of over-all government fiscal policy. 

The CuarrMAN: Yes, of over-all government fiscal policy: I believe that. 
Mr. Knowles has said exactly what you had in-mind, Professor Lamontagne. 


The Witness: Yes. 


By Mr. Shaw: 
Q. I think the witness stressed the desirability of having -payments ear- 
marked so that the individual will have reason to believe that he is not. accept- 
ing charity. Would the witness agree that, under his own proposal, scores of — 


thousands of Canadians will make no direct contribution? I am thinking of _ 


the farm population, for example. We had evidence yesterday which indicated 
incomes below $1,400, which included all things grown. You would not actually 
reach that body by a long shot.—A. I would certainly agree with you that it 
is one of the main weaknesses of income tax. But I think there would be the 
possibility of improving our system in order to get at the farmer. 

@. So what you are saying in effect is that you would lower income. wees 
exemption. Is that what you have in mind?—A. Yes. 

@. Below $750—A. No. 

@. But even at that level is it not a fact that there would be Piocearaes 
A. Yes, but as I said, I think it is deplorable and I do not think we should tax 
these people. 

Q. I hope that my question will not be misunderstood in the light of the 
answers. I do not want my questions to be misunderstood. I am not reeom- 
mending anything. I am just taking the situation as it is—A. Yes. But I 
think that one of our objectives would be to try to get more and more people 
above that minimum. 


Mr. Knowuss: Hear, hear! 

The Witness: Then we would be able to tax them. - 
Mr. Saw: I see what you mean! 

Mr. Knowuezs: Not just for that purpose! 


By the Charman: 
Q. I believe what the witness has in mind is the fact that below a certain 


level of income people just cannot pay for anything. —A. Moreover, they are 
not exempted from the sales tax. 


By Mr. Shaw: 

Q. This feeling of charity to which you refer is not quite as important as 
some people say it is. Is it not a fact that those below income tax level today 
receiving pension would have no justification for feeling that they are receiving 
charity because they are paying in other ways?—A. Oh yes. 

Q. I think that is an important point. 


By Mr. Corry: 


Q. May I ask Professor Lamontagne what his views are on the recovery from 
income of persons who ordinarily do not require this pension? Under our preseaae 
income tax structure there would be very small chance of recovering by way oe 


\ 
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BERS i ee Sarees, 

| Income tax a great deal of what is paid to them. Would you consider lowering 
_ the exemption substantially for people in the upper income tax brackets? 

| _ The CuHarrman: Of 70 and over? 


in By Mr. Corry: 

_ _.. Q. Yes—A. I do not think we should recover very much that way although 

a” i! do not have any actual statistics to justify my answer on the distribution of 
_ income. But I think it would be quite a small proportion of our population 


which would be covered and it might involve some further complications in our 
| collections. . 


‘ q __ Q. Is it your opinion that the amount which is recoverable would be negli- 
_ gible compared with the difficulties which might arise?—A. It might be desirable, 
_ but to a large extent impracticable. 


a By Mr. MacInnis: 
} 4 Q. I have one question arising out of the questions which were asked by 
_ Mr. Shaw and which I think were very proper. In view of the answers you gave 
_ to those questions, Professor Lamontagne, is it your opinion that hardly any 
_ degree of social security can be achieved without the redistribution of income, 
_ things being as they are?—A. Without what? 
__-«Q. “Without the redistribution of income?—A. Without the redistribution of 
income? ; 
_  — Q. Yes—A. I think that one of the main purposes of social security is to 
_ redistribute national income. 
: Mr. Knowtss: I move a hearty vote of thanks to the witness. 
The Cuarrman: I am sure that according to what Mr. Knowles has said the 
_ members of the committee will join with me in thanking you, Professor Lamon- 
_ tagne, very much for the frank and enlightening discussion we have had this 
' morning. I am sure that your contribution to the work of the committee will 
_ be of much value to us and we wish to thank you heartily for the time you have 
_ spent here. We know that you have many obligations and I know, for one, that 
you have had to postpone some very important engagements in order to come 
here. 


-—The committee adjourned. 
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“MINUTES OF PROCEEDINGS Re 
oj BS. Fripay, May 26, 1950. ‘3 . 
c The Joint Committee of the Senate and House of Commons on Old Age 5 ite 
Security met at 11.00 a.m. Honourable Senator J. H. King and Mr. Jean Lesage, . 
: M.P., J oint Chairmen, were present. . Mr. Lesage presided. 4 
te Others present: 
‘The Senate: Honourable Senators Burke, Fallis, Farquhar. 
_ The House of Commons: Messrs. Blair, Brooks, Brown (Hssex West), Corry, 
a ote (Verdun-La Salle) , Ferrie, Fleming, Knowles, Noseworthy, Shaw. } 
s _ Hon. Paul Martin, Minister of National Health and Welfare, was also 
present. . 
a In attendance: Dr. H. M. Cassidy, Director, School of Social Work, Uni- 
versity of Toronto, Toronto; Messrs. J. W. MacFarlane, Director of Old Age 
Pensions, C. D. Allen and J. Sparks, Research Assistants, Department of National 
Health and Welfare. . 
i The Chairman presented the Sixth Report of the Steering Committee. (See BAe 
Minutes of Evidence). (es 
ZZ Dr. Cassidy was called. He presented a memorandum on “Old Age Security fa 
Retirement and Survivors’ Benefits” and an additional statement entitled “Some Lee 
Principles of Social Security”, both documents being extracts from a report ae, 
entitled “A Canadian Program of Social Security” prepared by Dr. Cassidy at aie 
the request of the Minister of National Health and Welfare in 1947. ine 
Bo _ The statements were taken as read and ordered printed in this day’s Min- ot 
utes of Evidence. Sy 
a _ Dr. Cassidy was examined thereon. mee Ws. 
ee At 1.00 p.m., witness retired, and the Committee, following a short sitting ; a " 
in camera, adjourned until Monday, May 29, at 4.00 p.m. ‘ as 8 
a R. ARSENAULT, et 
= | Clerk of the Committee. — : ae 
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MINUTES OF EVIDENCE 


Hous or Commons, 
Fripay, May 26, 1950. 


: The Joint Special Committee of the Senate and the House of Commons on 
_ Old Age Security met this day at 11.00 am. Hon. Senator J. H. King and 
4 1 Wiss Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CuairMan; Senator Fallis and gentlemen, we have a quorum. 

There was a meeting of the steering committee last. night at 7.30 p.m. The 
members of the committee had before them a copy of the brief presented by the — 
_ War Veterans’ Allowance Board in relation to universal pensions, and gave 
_ consideration to a request by the Department of Veterans Affairs and the War 
_ Veterans’ Allowance Board that they be heard by the main committee. 

Is that approved by the committee? 

Agreed. 


The steering committee agreed that they be heard on Tuesday May 30? 
Agreed. 


4 Mr. Willard, research adviser to the committee asked the opinion of the 
+ committee on the form in which the main committee’s report should be drafted. 
_ The steering committee was of the opinion that the report should be quite com- | 
_ prehensive in respect of its factual part? 
Agreed. 


“ 
_i4 


q At five minutes to one, with your permission, I will call a meeting in camera. 
Mr. Fremine: There is just one matter which I would like to mention 

_ briefly. The day before yesterday I was called into the House before the meet- 
_ ing ended, otherwise I would have said then what I have to say now. I only 
- learned last night at the meeting of the steering committee that at that time you 
_ proposed that after the committee has completed hearing evidence we should 
_ proceed in camera with the deliberations on and the writing of the committee’s 
report. I said to the steering committee last night, and I wish to put myself on 
_ record now, as thinking that the deliberations of the committee ought to be in 
public and not in camera. 
3 I am quite ready to concede that there has been a custom in the House of 
Commons committees to deliberate and write these reports in private. How- 
_ ever, I had an experience a few years ago, and I will not go into the details now, 
_ but it made me feel that the practice is not good. While I gather from having 
_ seen the draft text of the proceedings of the committee just before the conclusion 
_ of its meeting two days ago that the committee has made its decision, yet I want 
to put myself on record as advocating that the deliberations should be in public 
rather than in camera. 
| Mr. Brown:.I do not agree with Mr. Fleming. I think that it has been the | 
practice in the past that all findings and reports presented by committees are 
prepared in camera. I think it is a very good practice. 
4 I know on any committee with which I have been connected, in my short 
term, that has been the practice and it has been very valuable. There are many 
_ things discussed very frankly among the members of the committee, im camera, 
Matters not for publication and which should not be for publication. There, 
“members of the committee get together and exchange views and, sometimes when 
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they are wrong, they are quite willing to admit abe and iene their anne § 
I think it would not only be dangerous but undesirable to follow Mr. Fleming’: 
suggestion because, if we have this in public it would only tend to prolong the 
deliberations of the committee. 

I am sure that Mr. Fleming and no one else on this committee is desirous om 
doing that. I think that we are working for the benefit of the country at large, a 
and in particular, the aged people of the country, who are in need of assistance. — 
That desire rises far above any political advantage which might be sought or — 
derived from any public discourse on what we think on the findings of the | 
committee. 

I am certainly strongly opposed to have these hearings in the preparation of | 
the report held in public and I would hope that we, as members of parliament, 
would be broad enough to strive for and seek a unanimous report. 4 


Mr. SHaw: Mr. Chairman has the committee made it decision on this : 
question already? ‘ 


The-CHAIRMAN: It has. if 
Mr. Suaw: Then I contend that it is out of order to debate it at this time. 


The Cuamman: I just want to add that it has been the constant Drea 
that the deliberations of committees when preparing reports are held in camera. 
That has been the practice for twenty years at least, I have been informed. ie 
have a ruling of the Speaker here but I shall not read it; it confirms the practice. — 

Last Wednesday the thought that there was any ROebiie of having public — 
meetings for the preparing of our report was far from my mind. It was evident — 
to me that we were following the only possible procedure. I never thought for 
a moment that we could do otherwise. 3 . 

Anyway, the matter has been decided but I understood that Mr. Fleming, — , 
who was not here, wanted to make some objection. However, now that the. 
matter has been decided I think we should go along with the decision that as “a 
been taken. a 


Our witness this morning is Dr. H. M. Cassidy, Director of the School of 3 
Social Work of the University of Toronto. 


q 


> 
bh 
“a 
‘ 


Dr. H. M. Cassidy, Director of the School of Social Work, University” : 


of Toronto, called: 


The CHatrMAN: Dr. Cassidy has been good .enough to supply us with ae 
memorandum which he wrote at the request of the Whines of National Health 
and Welfare in the early part of 1947. 

The members of the committee, Dr. Cassidy, are very grateful to you 
for your appearance this morning. We know that you are a very busy man and — 
you have left other things to come and help us and to give us the benefit. of 
your knowledge in this matter. 

Perhaps you would wish to make a few opening Sees before the mectinge 
is thrown open for questioning. ol 


The Wrirness: Mr. Chairman and members of the Committee, I have to” 
present this memorandum, entitled “Retirement and Survivors’ Benefits”. ; 
have also prepared something else entitled “Some Principles of Social Seca 
copies of which I have available for distribution to the members. 1 

{ had a very short time for preparation but this latter document is a con- Y 
densation from a report prepared for the Honourable Mr, Martin two and a 
half years ago. I would first speak to it because I believe in it there are certai ay 
general considerations about social security which are particularly applicable 1 o" 
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My _ things in the original version, leaving only those relating particularly to old 
)-age security. — 

The Cuatrman: I believe that it would be suitable if you were to bring 
_ out the highlights. This memorandum will be incorporated in the evidence at 
this point. 

Sa | 

a SOME PRINCIPLES or SocraAL SEcuRITY ; 


; (Condensed from a report entitled “A Canadian Programme of Social Security” 
‘¢ , prepared for the Minister of National Health and Welfare by 
= ¢ Harry M. Cassidy in 1947) 


| _A substantial body of experience in this country, Great Britain, the United 
States, New Zealand, and other countries shows pretty clearly the major 


4 


_ been a growing consensus of informed opinion on the subject, which is now 
reported in an extensive literature, including many official reports. Canadian 
_ thinking has developed rapidly in recent years through the work of official 
_ bodies, private groups, and individual students. 
fe From. this background cf experience and technical studies it is possible 
_. to construct a set of principles or standards with which a Canadian system of 
_ social security should conform. Most of the points which are listed below have 
_ ‘been set forth, explicity or. implicitly, in authoritative books or reports. 1 
ee The following principles are suggested as guides to Canadian policy: 
» (1) Broad coverage. Appropriate services should be available in all parts of 
_ the country for all persons likely to need them. 
(2) Specialization and diversification. Specialized and diversified services 
are essential to meet diverse types of social need. 
(3) Co-ordination. The separate branches of the social services should be 
80 co-ordinated as to work harmoniously together towards common ends as 
_ parts of a comprehensive system. | 
4 The various specialized programs are closely related and dependent upon 
_ one another like the parts of any machine. Successful operation of one part 
_ of the system depends upon the performance of the other parts. If one im- 
_ portant element (e.g., unemployment insurance) is missing it may throw 
inappropriate, intolerable burdens on other elements (e.g., unemployment relief 
_ in Canada in the 1930’s). Technical problems that are almost insurmountable 
- when one scheme operates by itself are solved automatically if there are related 
_ or supporting schemes on either side of it. As Sir William Beveridge has said, 
_ some parts of a social security program “must be taken together or not at all, 
and even if reconstruction is by steps it is important that the whole should 
be dominated by unity of design.” It is not necessary to build the house of 
‘social security all at once; but so much of it as is built should have all of its 
_ parts related and co-ordinated, and there ought to be provision for building 
_ the rest of jt according to an over-all plan. . 


ee 


a 


__+Sources upon which the list of principles is based include the following: International 
_ Labour Conference, 26th Session, Social Security: Principles and Problems A rising Out of the 
War (1944); Sir William Beveridge, Social Insurance and Allied Services (1942) ; Harry M. 
Cassidy, Social Security and Reconstruction in Canada (1943); L. C. Marsh, Report on Social 
_ Security for Canada (1943): Dominion-Provincial Conference on Reconstruction, Proposals of 
the Government of Canada (1945): Canadian Welfare Council, Dominion-Provincial Relations 
and Social Security (1946); U.S. Committee on Economic Security, Report to the President 
(1935) ; U.S. National Resources Planning Board, Security, Work and Relief Policies (1942) ; 
U.S. National Planning Association, Joint Statement on Social Security by Agriculture, 
_ Business, and Labour (1944); American Public Welfare Association, A Platform for Public 
_ Welfare (1945); Social Security Committees of the American Life Convention, the Life Insur- 
ance Association of America, and the National Association of Life Underwriters, Social 
Security (1945); U.S. Social Security Board, Annual Report (1946). 

or) 


old age security. In the condensed version I have tried to cut out some of the 


characteristics of a good social security system. During recent years there has" 
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(4) Minimum standards. Minimum standards of service should be general 
throughout the country. ) ee 

(5) Emphasis on prevention and rehabilitation. The social security system 
should be actively and vigorously concerned not only with the meeting of 
economic needs, but also with the prevention of social problems and the 
rehabilitation of individuals who are unable to cope with economic and other 
difficulties. | 

Income-maintenance by means of money benefits and grants is not enough. 
A program devoted solely to the maintenance of income will fail to meet many 
important social needs. Moreover, it will be very costly and may even 
contribute seriously to the lessening of economic incentives and the demoraliza- 
tion of the beneficiaries. Almost every branch of the social services can make 
some contribution towards these important objectives of prevention and 
rehabilitation. The economic and social advantages of strong emphasis on these 
policies are such as to give them the highest of priorities in the development 
of the social security system. | 

(6) Family needs. <A social security policy should be designed to meet the — 
needs of family units. ; lf 

(7) Limited use of means-test schemes. Income-maintenance should be — 
assured mainly ‘by benefits as a matter of right without reference to the © 
resources of the individual, rather than by money grants awarded on a means- _ 
test basis only to those who are destitute. 3 

Social insurance, granting benefits as a matter of right to all insured ~ 
persons, has emerged progressively to replace early poor law provisions for aid » 
to the destitute. There has been a growing consensus of opinion that such — 
measures are very much preferable to poor relief. One of the recommendations ~ 
of the 26th Session of the International Labour Conference in 1944 was that 
“meome security should be organized as far as possible on the basis of social 
insurance, whereby insured persons . . . are entitled . . . to benefits payable 
at rates and in contingencies defined by law.” . 

The objections to means-test schemes (such as those of old age pensions 
and mothers’ allowances now operating in Canada) are numerous. The best | 
administered program of the kind carries with it the social stigma of charity, — 
which is distasteful to recipients. These schemes penalize ‘thrift and discourage — 
enterprise, for they give aid to the shiftless and the careless while they deny 
assistance to the thrifty and the careful. They fail completely to protect — 
differential standards of living, offering aid only when individuals and families 
have fallen below a subsistence level. They are difficult and costly to administer, | 
for every application for aid calls for careful investigation into the resources of | 
the applicant. They invite ‘‘chiselling,” falsification, and deceit by applicants. 
They are unpopular with the people who are served. However much some of — 
these: objections to the means test are overcome by good administration, they — 
remain as chronic problems which are likely to cause trouble and dissatisfaction. 

But it is not possible to rely entirely upon benefits as a matter of righlt. — 
There is a place for the means-test scheme to provide for residual gyoups which — 
for one reason or another are not, or cannot be, assured of benefits as a matter of 
right. They are also needed to supplement the incomes of certain families — 
or individuals whose social insurance benefits prove insufficient to meet all of — 
their needs. The proper use of public assistance is to protect these residual — 
groups, to provide for supplementation, and to deal with special or unusual 
situations. Public assistance should be the last line of defence in the social © 
program, to care for those who fall through the network:of other provisions. 4 

(8) Assurance of basic maintenance. Social security benefits should be — 
sufficient at the least to guarantee a minimum standard of living for beneficiaries, — 
and preferably should be related to past or normal earnings. a 
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- standards. 
The application of this principle to the Canadian scene is beset with diffi- 
_ culties. The first of these is the technical problem of determining the amount of 
__ benefits required to support a subsistence or higher scale of living. 
__._ There is no family budget currently priced in Canada except that of the 
_ Toronto Welfare Council. This represents a level of living which it was agreed 
_ should be entitled “minimum adequacy” for purposes of this study—a level 
which represents health and efficiency for a family with some modest concession 


_ made to define a lower level of living that might be more appropriate as a basic 
- guide to the amount of social security benefits. This level has been called 

“basic maintenance” and is designed to “provide food, clothing and shelter, to 
maintain health and working efficiency with no provision for the amenities of 
living.” 
j The elements of the basic maintenance budget were worked out by trimming 
- from the minimum adequacy budget (that of the Toronto Welfare Council) all 
_ possible items which did not seem to be absolutely essential to the maintenance 
_ of physical health and work efficiency. The following table shows the cost of 
_ these two budgets in Toronto as of August 1, 1947, for selected family units and 
_ shows also the relative costs for family units of different size. 


Composition of Cost of ‘is Cost of | Tudes of 
 - Household Basic Maintenance Budget | Minimum Adequacy Budget elated 
x — Adults _ _ Children Monthly Yearly / Monthly | Yearly Costs 
ae ives alte Gi lia JG, ver ah 
1 £108 PR oes 50.48 610.48 61.19 739 .96 67 
2 Ai ean 75.90 917.80 | 91.98 1,112.28 100 e 
2 1 89.40 1,081.08 108 .36 1,310.40 118 
2 2 108.36 1,310.40 | 131-36 1, 588.60 143 
2 3 130.25 1,575.08 157.90 1,909.44 | 172 


~ { 


The index numbers suggest the extent to which basic social security benefits 
should be increased above those provided for single individuals when the family 
unit includes a wife and children. Roughly it appears that with the addition of 
a wife the benefit should be increased by about one-half; and with the addition 
-of each child by about one-third. This latter point is very much to be qualified 
by noting that the cost of additional children in the family will vary considerably 
- depending upon the age of the children. The cost figures and the index numbers 
which are presented here have been obtained by the process of averaging. é 
_-_-‘These figures are by no means satisfactory guides to the fixing of social 
‘security benefits. The Toronto Welfare Council budget is open to some (although 
probably not too serious) technical criticism. The basic maintenance budget 
derived from it might be improved materially by further study. 
Much more serious is the fact that the housing situation in Toronto at present 


Proper housing cannot be obtained even by those who are comparatively well 
=: pee 


* 


ae 


_ to customary living habits. It was agreed further that an attempt should be ~ 


is such as to make it almost impossible to provide properly for a rental allowance. | 
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off. It is impossible to say that the allowance which has been made, of $2.67 — 
per week for a room, for a single person is really adequate. In practice a single — 
person may have to spend a good deal more for the meanest kind of room, and to 
the extent that he does this he will have to curtail seriously the purchase of food — 
or other items. | | ; | bs 

. Accurate information on variations in the cost of maintaining either of these — 
standards of living in other cities and in the small towns and country district is 
not available. However, scattered and limited data suggest that the costs of 
living are about as high in Montreal, Winnipeg, Vancouver and the other larger 
cities as in Toronto. They are probably somewhat lower in the smaller towns — 
and cities, particularly those under 25,000 in population, and they may be sub- 
stantially less in rural districts. The major reason for the variation between 
large cities and the smaller communities and rural areas is undoubtedly rent. 
But the extent to which the budgets should be trimmed for the smaller com- 
munities is frankly unknown. Bi 
A very substantial amount of careful research is required in order to compile — 

and price reliable family budgets and to discover variations in costs from the 
large cities to the smaller communities. Such research is essential to good social — 
security planning. 
(9) Economic incentives and efficiency. ‘The system should be designed to 
preserve economic incentives for the individual to work and to save, and to con- 
tribute towards economic efficiency and productivity. ; | 
Fears are commonly expressed that generous provisions for social security — 
will interfere seriously with individual incentives to work, to saving, and to 
economic independence. There is little real evidence from Canadian or foreign 
experence thus far to support such apprehensions. ? 
~ But there certainly is danger that a badly conceived social security system 
will weaken economic incentives. Careful planning should protect against such 
dangers. Benefits for employable persons should be less than ordinary wage ~ 
earnings, benefits should be offered as a matter of right rather than on the basis — 
of needs so that the individual will get the full benefit of any saving he may — 
undertake; health and other programmes to build physical well-being and morale | 
are essential; and training schemes to increase employability and social adjust- 
ment may be required as conditions of cash benefit. ; 
Indeed, a well-conceived social security program should actually increase — 
‘neentives to work and to save rather than the reverse. Malnourished, unhealthy, — 
handicapped, and discouraged people are more likely to lapse into the apathy of — 
chronic dependency than to be forced by the pressure of poverty into self- 
reliant achievement. 
(10) Revenues from individuals, employers, and government. ‘The revenues — 

for social security should be obtained from individual contributions, employer — 
contributions, and general tax funds, with capacity to pay being a guiding and — 
a limiting factor in each case. a 
Individual contributions clearly earmarked for certain types of social — 
security such as unemployment and sickness insurance, retirement and sur- 
vivor’s benefits, and medical care are justifiable and indeed highly desirable for 
the following reasons. ; 
(a) Canadian public opinion appears to favour such an approach. Trade 
unions are generally in favour of contributions to social insurance, — 

leading political parties have expressed the same view, recommendations — 

of the kind have been made in various official reports, and there is_ 

broad popular acceptance of the idea. a eee 

(b) The experience of many countries, including Great Britain, the United 
States, New Zealand, and Canada itself, supports the contributory — 
principle. It has been re-affirmed in Great Britain in the course of the 
thorough overhauling of social security measures which has occurred 
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here recently. The recommendations of official and unofficial bodies 


for changes in the United States favour continued application of the 
_ principles there. Even in New Zealand, which has moved furthest 


towards a program based on general taxation, there is a specific levy 
of 7% per cent on all incomes, which is earmarked for social security 
purposes. In Canada the contributory principle is represented in the 
unemployment insurance system. 

Expert opinion as represented by the International Labour Office, the 
Social Security Board of the United States, Beveridge, and other author- 


I ities generally supports the principle. This remains true inspite of the 


much increased scope and costliness of social security measures. The 
view has been expressed in certain quarters that it would be simpler 
and more equitable to finance the entire program from the proceeds of 


~ general taxation. But in the opinion of most experts there are distinct 


advantages in continuing to use earmarked individual contributions as 


~ 
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one major source of revenue, along with governmental and employer — 
‘payments. | 


The contributions device should make it possible to raise more money 
in total for social security purposes than if the sources are limited to 
general taxation and employers. It is necessary to go very low in the 
income brackets in order to raise the large required revenues at per- 
centage rates which are not excessive. Most people, even the poor, 
will pay willingly (or not too unwillingly) social security levies which 


assure them of certain benefits, whereas they will not pay income taxes ~ 


with much enthusiasm. Evasion in the one case should be much less 


than in the other. 


(e) The Consolidated Revenue funds of the Dominion and provincial © 


treasuries must be protected against unreasonably high demands for 
social security appropriations. If a substantial portion of the revenues 
can be raised by direct: contributions from the prospective beneficiaries 


the burden upon the Consolidated Revenue Fund and upon the 


provincial and local governments should be materially lessened. 


(f) A contributory system should protect against uninformed public agita- 


tion to raise benefits unreasonably. Already in Canada there are 


_ strong advocates of universal old age pensions ranging from $50 to $60 : 
a month; and in the United States there has been powerful pressure for 


‘members of a social security system receive a certain amount of satis-— 


$100 to $200 per month for everyone over 65. If the contributory 
principle is established it should be a good deal easier to discourage 
public demands for unreasonably high benefits which the economy 
cannot afford, because it will be clear. that greatly increased contribu- 
tions from individuals will be required. 

It may be argued, as Beveridge and others have done, that most 


faction from personal contributions to it and that this generates 
personal interest in the scheme. Of ‘course, the remoteness of a national 
system from the individual may weaken this argument a great deal, 


but there is probably something to it. 


Individual contributions towards retirement and survivors’ security and 
medical care are particularly desirable in Canada because we have 
already committed ourselves heavily to government financed programs, 
notably family allowances. Unemployment insurance is our only real 


contributory scheme at present. We would establish much better 


balance between the shares of government, employers, and prospective 
beneficiaries by applying the contributory principle in the case of 
retirement and some at least of the schemes yet to be adopted. 
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The individual contribution principle should be so applied that charges are 
imposed only on those with some capacity to meet them. This means that those | 
persons whose incomes are at less than a minimum level should not be required 
to contribute at all or that they should pay only a small token fee. Flat rates — 
of contribution for all adults or even percentage levies on gross income violate — 
‘this requirement, and they are therefore open to serious criticism. 

The individual contribution principle should also be apphed in such manner ~ 
that benefits are clearly related to contributions, That is to say, the individual 
should only be entitled to benefits if contributions have been paid by him or on | 
his behalf for an appropriate period’ of time. If this relationship is established — 
there is a positive inducement for the individual to comply with the contribution — 
rules. This is lacking if payment is made by means of a generalized income tax 
_ levy, as in New Zealand. 

Employers should also meet some cf the costs of social security, particularly 
of those types concerned with hazards arising out of employment, such as un- 
employment insurance and workmen’s compensation. But the charges to be — 
assessed against employers should not represent a large proportion of total costs, — 
for in the main such contributions will represent a tax on production which will 
be passed on, at least partially, to consumers in the form of higher prices. Toa — 
considerable extent these higher prices are similar to regressive sales taxes which _ 
press more heavily upon the poor than upon the rich. 

Governmental contributions are necessary for several reasons. For one 
thing, governments must finance services such as public health, public assistance, 
and child welfare. Governments must also make up the difference between 
reasonable mdividual and employer contributions and the total costs of the more 
expensive schemes such as retirement benefits, medical care, and unemployment — 
insurance. It is difficult cr impossible to assess against the lower income groups — 
“premiums” sufficiently ‘high to meet the costs of the benefits to which they may 
become entitled and it is appropriate for governmental contributions to make up — 
this deficit. The governmental share of the total costs should be derived as far 
as possible from the proceeds of income and other progressive taxes. 

It is clear that in Canada the greater part of the total governmental contri- 
butions should be met by the Dominion. 

(11) A sound administrative system. Provisions for good organization and — 
administration are indispensible. ; 

A modern system of social security such as is required in Canada will be ~ 
so large and complex as to call for unusually good organization and most skillful — 
administration. There must be great emphasis upon the organizational and — 
administrative ‘aspects of the program ini order to avoid such errors and dis- — 
appointments as those associated with unemployment relief in the 19380’s. 
Running all through the administration there should be a dominant strain of — 
humanitarian consideration for the people who are served. Their individual — 
worth as persons must be fully recognized and help must be granted to them — 
with dignity and with decency. . 

(12) Competent personnel, Succesful operation of the social services calls — 
for highly skilled personnel. ‘a 

Experts in general medicine, public health, psychiatry, nursing, social work, — 
public administration, teaching, and other specialties are required for the social — 
services. Personnel policies stressing professional qualifications, non-political — 
appointments, security for the efficient, and favourable terms of employ- — 
ment are required to attract competent people to social security administration. — 

(13) Citizen participation. There should be specific provisions for the 
collaboration of representative groups and individual citizens in the Pa , 
and the operation of the program. 
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(14) A three-way partnership. Responsibility for the administration and 
_ the financing of social security in Canada should be divided between the 
~ Dominion, provincial, and local governments. 
(15) Dominion leadership. The Dominion-provincial-local partnership 
_ calls for vigorous Dominion leadership regarding ‘all aspects of the social services. 
a It will not be sufficient for the Dominion to operate family allowances, 
_. unemployment insurance, and other measures and to make financial erants to 
_ the provinces in connection with a few remaining schemes. For if these ‘are the 
_ limits of federal action there is grave danger that there will not be effective co- 
ordination of the whole program. The Dominion should be actively interested 
in all aspects of social security. It should assist and encourage those parts of 
_ the program which are administered by the provincial and local governments by 
_ means of financial grants and technical services. It should take the lead in 
_ policy formation, seeking always the co-operation and collaboration of the 
_ provinces. Thus there may emerge central direction without domination and a 
genuinely national system of social security characterized by a great deal of 
decentralization of policy formation and administration. 
¥} (End of Written Statement) 


The Wirness: The effort here was to set forth certain basic principles of 

social security which seem to be derived from experience in various countries. 

At the bottom of the first page you will see a footnote listing sources upon 
which the list of principles is based, including various American reports, and 
_ .there you will find authority for virtually everything that is in here. 

The first principle is broad coverage. The whole of the population should 
| be covered. The second is specialization and diversification, which you need in 
a good program of social security. 
lee The third principle is co-ordination. May I linger on this. I think expéri- 
ence has shown that if a country sets up one program, e.g. old age security only, 
_ or family allowances only, and, if it does not have public assistance or medical 
care organized, the whole program may be thrown out of balance. I think it is 
_ fair to say that we have a theory in the field of social service which is not unlike » 
the theory in warfare. In warfare you need horse, food, artillery, infantry, 
» tanks and supplies if you are to move forward successfully. If you do not have 
the right proportion of each you will be overwhelmed. 

Mr. Brown: Horses are out of date. . 


The Wrrness: I was speaking metaphorically. If one branch of the social 
_ services is on the low side everything will suffer. I think we have a very good 
ie example in the case of the unemployment relief in the 1930’s which, in Canada, 
| had to carry far more burdens than were appropriate for that program. 
ie It seems to me this is a matter of some concern in developing programs of old 
age pensions and unemployment insurance in Canada. If, for example, we go 
_ ahead with a scheme of old age security having very generous provisions, it will 
_ cost a lot of money. It will then be more difficult to raise money for other pro- 
| grams, such as medical care. Public assistance, in any good program of social 
|. security, should be there in reasonable balance too. . 
. Minimum standards of service should be general throughout the country if 
the citizen in a democratic society is to have reasonable equality of treatment. 
a The next point is emphasis on prevention and rehabilitation. One of the 
- grave defects in social security plans in many countries, which has led to much 
- critcism of the welfare state, is that cash benefits have been stressed. Cash bene- 
fits have certainly a place in any social security plan but you are not going to solve 
_ the social problems of a society merely by paying out cash in constantly inereas- 
- ing quantities to all kinds of people. It will be very costly and may ev con- 
_ tribute seriously to the lessening of economic incentives and the demoralization 
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of beneficiaries. Emphasis on prevention and | aaauiitauion is Eaee piner for 
_ the economy, for productivity, and it is much better psychologically, for the 
people concerned. S: 4 

The next point is family needs. We live in family units and therefore a bene- _ 
fit program should be designed to protect the family. The family needs are ~ 
different from individual needs. oe 

The next point is the limited use of means test schemes. I think we do not 
need to linger on that. I think the committee has had much argument against — 
the means test. . 

Means test schemes are difficult to administer, costly, and they are not — 
desirable in terms of the effects and repercussions on the individual. There are q 
a variety of other disadvantages on which I need not linger. 

In spite of this, it is not possible to rely entirely upon benefits as a matter | 
of right as we do in ’ social insurance systems. There is a real place for a means 4 
test scheme to provide for residual groups which cannot for one reason or another | 
be assured of benefits as a matter of right. In general I think the means test: 
should be used as little as possible and that policy should be directed employing — 
it only to supplement the income of certain families or individuals whose social — 
insurance benefits prove insufficient to meet all of their needs and to protect a — 
limited number not eligible for insurance benefits. 

The next point is the assurance of basic maintenance. The benefits should | 
be sufficient to guarantee a minimum standard of living for beneficiaries and ie 
prefer myself to relate them to past or normal earnings. 

The problem in Canada regarding determination of basic maintenance is to. 
try and find out how much the cost of living really is in each separate centre,” 
Toronto, Montreal, Vancouver, the smaller “cities, the rural districts and the 
countryside. We lack data on it. 

Turning to page 6 on the memorandum you may be Ha Gv in some of the — 
material which we developed two and a half years ago through the research 
staff of the Department of National Health and Welfare with which I was working 
at the time. We took the only cost of living budget currently available in 4 
Canada—the Toronto Welfare Council budget. You will see from the figures on 4 
page 6 that the budget was what we called a minimum adequacy budget. It had — 
been designed as a basis for assistance to clients of social agencies ‘but we 
trimmed out of it certain items—items for medical care, union dues, chor 
collections, and everything’ we could trim—to bring it down to what we called | 
a basie minimum budget, just designed to keep body and soul together and to — 
keep a person in a state of physical health. There was nothing of amenities in~ 
it. We came to the conclusion, as the figures show as of August. 1947, that it 
would cost approximately $50 a month for a single person and you will see the 
other figures: $75 for two adults; $89 for two adults and one child; $108 for é§ 
two adults with two children; $130 for two adults and three children. The figures — 
are almost three years old and, in view of the increase in the cost of living in — 
Toronto and on the basis of the Dominion Bureau of Statistics, the cost of living | 
has gone up by about 20 per cent since then and we would have to increase those 
figures by something like 20 per cent; roughly speaking the comparable figure a 
for basic maintenance for one person would be around $60 at the present time, — 
and so on. oo 

The Cuairman: In Toronto? ia 


The Wrrness: In Toronto. We did not have the data to go on, but our — 
thought was that in the urban centres the cost would be somewhat higher than in| 
the middle size towns like Brantford, Oshawa, Belleville, in Ontario; Sydney — 
and New Glasgow in Nova Scotia, and New Westminster. in British Columbia. 
‘Although we didn’t have enough data, the evidence was at least sufficient to 
indicate that in the very small towns and villages, those of 2,000 or 3,000 Sonaleaae 
tion, and in rural sections of the country, the cost of living would definitely be 
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_ lower, the major reason for the difference being in the lower rental costs. We 
concluded that there was probably some difference, sufficient to indicate the need 
_ for very careful research into all the elements of cost that go into the family 
budget so as to discover and determine the variations in cost between the larger 
- cities and the smaller communities. Such research, I submit, is really essential 
_ to good social security planning. Our work indicated the necessity for studying 
carefully that kind of data, such work to be taken in hand by the Department 
of National Health and Welfare and the Dominion Bureau of Statistics. 

_ The next point is that the scheme should provide for economic incentives to 
encourage efficiency; and I need not comment long upon that point. I take it 
that is self-evident. Fears are commonly expressed that generous provisions 
_ for social security will interfere seriously with individual incentive to work, to 
_ saving and to economic independence. I think it all depends upon the kind of 
social security measure you have. With the right kind 2t seems to me, sir, you 
_ should actually encourage individual initiative and improve economic efficiency. 
The next point is the suggestion that the revenues shoud be raised from 
individuals, from employers and from the government; and those are points, 
I take it, which are extremely important in the deliberations of the committee. 
_ I take it from having hastily read some of the evidence that there have been 
differences of opinion on the subject. I wrote this some three years ago—that 
there is a very real place in any social security scheme for old age security for 
- individual contributions, for individual contributions clearly earmarked for the 
_ purpose of benefits to be paid to the people, or their dependents, who make 
- contributions. in the course of their working lives. There are serious arguments 
here, sir, which seem to prove the position which I submit is very well founded 
on expert opinion and by experience in various countries. Not only in the case 
_ of Canada but in most of the countries where it has been tried this principle of 
individual contribution seems to be preferred by most people. You, sir, and 
syour colleagues here, would know very much more about that than I do. The 
experience of many countries, including Canada itself as well as Great Britain, 
the United States and others supports that view. This matter of individual 
- contributions was the subject of extensive discussions after ‘the war and was 
strongly supported. by Lord Beveridge in his great report, and in further dis- 
- cussions which led to the recent recasting of the British system. It has also 
been the subject of discussion in the United States during the last three or four 
years, notably in the hearings before the Senate Finance Committee and the 
hearings before the Advisory Council on Social Security, and in other places, 
and it has generally received support. Therefore, it seems that there is a lot of 
experience in support of the application of the contributory principle. Certainly 
there is expert opinion, as represented by the International Labour office, the 
former Social Security Board and the Social Security Administration in the 
United States, Lord Beveridge in his report, to which I just referred, and out- 
‘standing authorities in many other countries. 

“ Now, the view has been expressed in some quarters that it will be much 
simpler and much more equitable to have the entire program provided for out 
of public funds through general taxation. I do not agree. One reason to 
‘support the contributory principle for old age benefits, for unemployment 
insurance benefits, and for cash sickness benefits, and for other benefits as a 
‘matter of right, is, and I think this point is very important for Canada, that 
the contributions should make it possible to raise more money in total for social 
security purposes than if revenue sources are limited to general taxation and 

9 employers’ payments. It is certainly true, as I think has been pointed out to 
the committee by other witnesses who have appeared here already, that you 
‘must go very low in the income scale in order to raise the large amount of money 
required for old age security, for medical care, for unemployment Insurance 
benefits, and so on, if they are to be on a reasonable scale. Then it seems to me, 
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and I think the evidence supports it, that most yeonie even ooh they are” 
comparatively poor, with very limited means, in the low income group, will pay, — 
if not willingly, at least not too unwillingly, into a social security scheme which — 
assures them of certain benefits, and that it woud be easier to collect contribu- — 
tions for a purpose of that kind ‘than is the ease with income and other forms of — 
taxation for the reason particularly that the person making the contribution 
knows that by doing so he becomes eligible for a stated benefit ata certain time, 
Such a system offers an incentive for him to make his contribution, an incentive 
which is lacking with respect to income or other forms of taxation. As you — 
know, there is a disposition to avoid on the part of everyone the payment of 
taxes like the income tax, and the incentive element is a protection against that 
in a social security plan; so I think, in view of the amount of difficulty that you — 
always meet with respect to raising enough money for a scheme of this kind, that | 
although it is very costly it may become quite practicable with the application a 
of the contributory principle. re 

The next point is that the consolidated revenue funds of the dominion and — 
the provincial treasuries must be protected against reasonably high demands for 
social security appropriations, so that if a substantial portion of the revenues — 
can be raised by direct contributions from the prospective beneficiaries the — 
burden upon the consolidated revenue fund and upon the provincial and local | 
governments should ‘be cut down. Further, I believe that a contributory system — 
offers protection against uninformed public agitation from unreasonable pres- — 
sure groups for high benefits, such as exists in almost every country wherever — 
schemes of this kind are in operation. We have seen many evidences of that, in — 
the United States particularly where you ‘had a group like the Townsend plan “3 
group in California, and like the various other groups largely on the west — 
coast. I saw some of those in operation during the five years I spent at the — 
University of California. Already in Canada there are strong advocates of — 
universal old age pensions ranging from $50 to $60 a month or much more; and — 
in the United States, as I suggested, there have been powerful pressures for” 
payments of $100 to $900 a month for everyone over 65, without any contribu- 3 
tion whatever. It seems to me, sir, that if the contributory system 1s well — 
established, if it becomes clear that if the benefit rate is to go up substantially 
there would have to be an accompanying increase in the contribution, I think — 
that is a very important psychological fact working against extravagant | 4 
demands for old age benefits or related social security benefits. I do not think 
sir, that you will have nearly as great a problem if the payments are made irom 
a fund to which those receiving benefits have contributed. 

Next, it may be argued, as Beveridge and others have done, that nice 
members of a social security system receive a certain amount of ‘satisfaction 
from personal contributions to it and that this generates personal interest in the 
scheme. I think I will stress this point more now than when I wrote it some 
two or three years ago. I believe that people get very much greater satisfaction 
when the benefit under a social security scheme comes as a matter of right and — 
not as a matter of relief, when the individual feels that he gets it as a result of © 
some kind of a contractual obligation, that by reason of his contributions he is 
entitled to a benefit at age 65, 68, or 70, as the case may be. It is a very real 
satisfaction for the individual to know that he can walk into the old age security — 
office and know that he will be assured of getting his benefit if certain rather 7 
very simple facts are established, by contrast to a means test system where there 
is not usually the same element of right. 

Then finally, the argument may be made that individual contributelal ‘ 
towards retirement, old age security, medical care and so on, are more needed 
in Canada perhaps than elsewhere, because, whether rightly or wrongly the 
record shows that the cost of present security programs rests very heavily on ou 
government. That is the case notably with family allowances. Unemploymen ie 
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insurance is the only really contributory scheme in effect at the present time. 
LS Canadians pay much less, relatively towards their social security through 
_ direct ear-marked contributions than do the citizens of Britain, the U.S., New 
- Zealand, or other leading countries. 
_ .. The individual contribution principle should be so applied that charges are 
| imposed only on those with some capacity to meet them. That means that those 
_ persons whose incomes are at less than a minimum level should not be required 
| to contribute at all or that they should pay only a small token fee, and that is 
| why we have indicated a graded scale of contributions in our table. I think also 
_ the contribution principle should be applied in such a manner that benefits are 
_ clearly related to contributions; that is to say, the individual should only get 
| the benefit if contributions have been paid by him, or on his behalf, for some 
| appropriate period of time. Here again there is a positive argument for making 
| the contribution regularly, as the benefit is contingent upon his having made his 
| payments over a certain period of years. \ 
_ The next point is the argument that every employer should bear some part 
of the cost of social security. I need not linger long on that. I think I have 
A dealt with that sufficiently in my brief here where I say that the employers 
_ should meet some of the cost of social security, but that the charges to be 
| assessed against employers should not represent a large proportion of total 
_ costs, for in the main such contributions will represent a tax on production which 
will be passed on, at least partially, to consumers in the form of higher prices. 
And in that connection you have the experience in certain other countries which 
| have tried it; take France, for instance; I was in France recently and I heard 
a great deal of complaint about the heavy burden resulting from approximately 
| 30 per cent of the wage bill being required from the employer, as a social security 
| contribution; and as one might reasonably expect in a case of that kind the 
| employer would add that as an item of cost and that would have an effect on the 
cost of living. I think that the employer should pay something in respect of 
| such things as unemployment insurance and workmen’s compensation, and it 
| may be that we could raise at least a part of the contributions toward old age 
security from the employer as well. 
. But as I mentioned, governmental contributions are necessary for several 
| reasons. The government must contribute to some of the programs and it must 
a: Iso make payments to supplement the insurance funds, particularly in any case 
| where a deficiency arises, and that is the sort of thing you have to meet in pro- 
grams of this kind. ke 
|. Now, the next point is the need for a sound administrative system, and I 
| think I need not remark on that very much. I think I would say that our 
| administration of old age pensions in Canada falls short, that we do not have a 
| very distinguished record. I would think that our administration of the old 
‘age pensions up to the present since, since 1927, has been far from good, by and 
| large—with notable exceptions in two or three of the provinces. I would not 
_ Gare to name them; but you know one of those provinces, Senator King. I think 
| that the emphasis-for many years has been chiefly upon the financial aspect. 
_ But I do not believe that an old age security program should be conceived 
. primarily in financial terms. It should involve also the personality of the 
individual, the social circumstances surrounding him, and thinking about him as 
/a human being. All those factors are important. We have not in Canada done 
very much until recent years to bring well qualified trained people into the 
_ administration of our old age pensions. I regret that over the years the federal 
government has not paid at least a part of the administrative costs of the various 
Y rovinces, as has been done in th United States. If that had been done I think 
the federal government could have played a more vigorous part in the direction 
and the control of administration. In referring to control here I do not mean 
B 63138—2 
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control of what is actually being done in the technical sense but rather co- — 
operating with the provinces in helpmg them to do a better administrative job SO | 
that the total operation becomes a partnership with mutual respect on each side. — 

The next point is competent personnel, and here again I am speaking more © 
or less on general lines. I agree with those who say that we should have more ~ 
trained personnel in social service work of this kind, that we have not got — 
a sufficient number of properly trained personnel to deal with the administra- 
tion of these programs at the present time. So far as the Canadian schools of — 
social work are concerned, we could not possibly undertake to train sufficient — 
personel adequately to service a program of this kind, being discussed here, 
certainly not without further financial support; otherwise, we simply would not 
be able to handle the training job. 

Mr. Freminc: That would seem to suggest a grant to the schools of social 
work for that purpose. | 

The Wirness: My next point is citizen participation, and I think I can pass © 
over that one. ; 

The next is a three way partnership, and as I suggest there, responsibility — 
for the administration and the financing of social security should be divided — 
between the federal government, the provincial, and the local governments. The ~ 
principal idea in mind when I wrote that was that the whole thing should be 
decentralized as much as possible, that we should decentralize our social service 
administration. I think there are very important roles there for both the domin- 
ion and provincial authorities at the major levels. One thought I had in mind 
was that a leading function of the federal government should be that of giving 
leadership, which is a very important aspect of the whole matter. As I say 
there, it will not be sufficient for the dominion to operate family allowances, 
unemployment insurance and other measures and to make financial grants to the 
provinces in connection with the few remaining schemes. For if these are the 
limits of federal action there is grave danger that there will not be effective _ 
co-ordination of the whole program. 

Now, Mr. ‘Chairman, I am prepared to discuss this other memorandum, if — 
you would like me to do so now. 


The Cuarrman: Yes. This memorandum will appear at this point in our a 
printed proceedings. % 


OLD AGE SECURITY RETIREMENT and SURVIVORS’ BENEFITS 


extract from the report entitled A CANADIAN PROGRAM of SOCIAL — 
SECURITY prepared by Dr. H. M. Cassidy at the request of the Minister of — 
National Health and Welfare in the latter part of 1947.) 


Retirement Benefits 


A good system of old age pensions or of retirement benefits, as they are 
called here, should be based upon a number of principles notably universal 
coverage, individual contribution, benefits-payable without means test, benefits — 
sufficient for basic maintenance, and incentives to individual saving. In 
addition there are several principles particularly applicable to a retirement — 
system which should serve as a guide to policy, as follows: ; 

(1) The scheme should permit retirement of men at age 65, and women 
at age 60. 


This is in accord with widely held opinion in Canada, so that it needs litéle. 
or no supporting argument. However, it may be useful to quote two of the 
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S recommendations of the Twenty-Sixth Session of the International Labour 
_ Conference:— 
oe 19. The contingency for which old age benefit should be paid is 
e+ the attainment of a prescribed age, which should be that at which persons 
commonly become incapable of efficient work, the incidence of sickness 
and invalidity becomes heavy, and unemployment, if present, is likely 
to be permanent. 


20. The minimum age at which old-age benefit may be claimed 
should be fixed at not more than 65 in the case of men and 60 in the case 
ie 3 of women.? 


(2) The system should discourage premature or unnecessarily early 
a retirement from gainful employment. 


| __ To put it differently, the beneficiary should be given a reasonable choice, 
on within a certain range of years, as to when to retire. There are several major 
_ reasons for this: . 


ve (a) Continued work is desirable for most older people. Most persons 
- will be happier and more satisfied if they continue to work beyond 
| the minimum age for retirement which is permissible. 

(b) The increasing span of life and other factors are rapidly changing the 


age distribution of the population so that in the future it will be 
heavily weighted on the upward side. Therefore the economic contri- 


a ys bution of older people will be needed more in the future than it has 
ae been in the past. 
| (c) Social security costs will be larger if retirements are early. It is 


important to keep older people at work in order to hold benefit costs 
to a reasonable level. 


s (3) The system should be financed on a “pay-as-you-go basis” rather 
yy than on a reserve basis. 


_ The financial and economic complications of a reserve system are very’ 
- considerable, as has been discovered in the United States in connection with the 
old age insurance provisions of the Social Security Act. In order to build up 
_ funds to provide for the contingency of retirement benefits many years ahead 
_ it is necessary to provide for huge reserves, which create many problems of 
- scale of current contributions and investment of surplus. It seems best that 
_ payments by each generation of the gainfully employed, supplemented by 
government subsidies should provide for the maintenance of the old people of 
that period. 


(4) There should be a national system of ‘retirement benefits (7) with 
Dominion Administration. 


- A uniform national system under Dominion administration is much to be 
_ preferred. This has been agreed on by nearly everyone who has given serious 
thought to the matter. American experts strongly advise a national system 
- for the United States. The fact that a person may move during the course of 
his working life from one province to another in Canada is a dominant 
consideration in proposing the Dominion system. Rights to benefit should not 
be impaired by his movement from one province to another, and this cannot 
be guaranteed or easily arranged if there are separate provincial systems. 


.- 


> 
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 ._--18ocial Security: Principles and Problems Arising Out of the War, p. 43. 

2The argument that follows applies particularly to a contributory system, with benefits 
as a matter of right which are directly related to contributions—in other+words. to a social 
insurance plan. There is no objection to provincial means test schemes. Indeed means test 
schemes, if they exist at all, ought to be provincially administered. 
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It will probably be necessary to obtain an amendment to the British 
North America Act in order to establish a federal scheme. The objective 
of a national system should not be discarded until every possible effort has been 
made to get around constitutional difficulties on this point even to the extent 
of obtaining a constitutional amendment, which it is quite possible all the 
provinces would approve. | nk 


(5) The scheme should provide for a simple system of administration. 


Everybody be entitled to retirement benefits on very simple conditions, con- 
sisting essentially of proof of age, of contributions, and of retirement. 

The application of these principles leads to the rejection of a number of the 
leading foreign systems as models to be followed by Canada. Social insurance 
of the type developed in Europe has generally covered only wage-earners, so it 
fails to implement the principle of universal coverage. The system of old age 
and survivors’ insurance developed in the United States under the Social 
Security Act is based substantially upon European practice. It has a number 
of serious deficiencies which are becoming increasingly recognized. It is limited 
to wage-earners, mainly in urban industry, and does not include all of these. 
The benefits which it offers are closely related to individual contributions and 
have proven to be inadequate for workers in the lower-paid groups with con- 
tribution records limited in number of years. It calls for a most complicated and 
extensive system of individual record keeping. It was planned, originally to 
build up huge reserves from current. contributions which were to rise to three per 
cent of wages for employees and three per cent of pay rolls for employers, but 
Congress has refused thus far to increase the rates from one per cent for each 
of the contributing parties. The prospective accumulation of the huge reserves 
predicated in the original plan has led to much controversy regarding the manage- 
ment and the investment of these funds. 

The New Zealand program of 1938, whereby there was a combination of 
“superannuation benefits” and “age benefits”, the former being granted as a 
matter of right to everybody over 65 years of age and the latter on a modified 
means-test basis to those over 60 years of age, has the great merit of universal 
coverage. But it still contains a means-test element. Moreover the super- 
annuation benefit system was not to come fully into operation until 30 years 
after 1938. Benefits are not directly related to contributions, the finances of the 
scheme being derived from the generalized social security levy of 74 per cent on 


incomes plus subsidies from general tax funds. The New Zealand system avoids — 


many of the problems and deficiencies of traditional social insurance and it is 
free of the administrative complexity of the American system. But it has gone 
so far as to lose some of the advantages of social insurance, notably the main- 
tenance of that relationship between benefits and contributions which stimulates 
individual interest in and responsibility towards the program. 

The new British scheme authorized by the National Insurance Act of 1946 
has the great merits of universal coverage, individual contributions, and relation- 
ship between contributions and benefits. But its flat rate contributions are in 
conflict with the principle of individual payments according to capacity to pay. 


The Green Book scheme of 1945 was good in breaking away from the limita-. 


tions of conventional social insurance, in offering a national system, universal 
coverage, in promising simple administration, and in avoiding constitutional 
problems. But it too failed in some respects, to measure up to the principles 
upon which a good scheme should be based. It provides protection for the age 
group 65 to 69 only through a means-test scheme. The benefits of $30 monthly 
for those over 70 would be less than sufficient for basic maintenance with costs 
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of living as they were in 1945 and as they are now. The scale of benefits for _ 


married persons living together is twice that of the single benefit, when it need 


only be 1-5 times this amount, so that there is discrimination against single | 


persons. There is no provision for the child dependents of old people, and it does 
not call for individual contributions related directly to benefits. 
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& ne Such considerations have led to an effort to draft an alternative pl i 
As 4 ' rs ‘ : a a y’ 
would be more suitable for Canada than the Green Book scheme eis which 
7 _ would be based more fully upon sound principles. 1 


pe This plan is outlined below. 

1. Benefits 

a at) Benefits would be of three classes—Primary, Dependent Adult, and Children’s 
_—to be payable as of right to all eligible persons without means test. 


4 Primary benefits would be payable until death, at varying monthly rates, to 
_ heads of families or single persons aged 65 years or above as follows: 


For those claiming benefits at 65 ................., $23.50 
a Car ys 5 OG on i Paes oe See $26.50 
2 ‘ OF, Sree Gah eee $28.50 
: ‘ : : ee ser Nsans ta ) ee eee ee aa 
a : i ; BA ua ae ment eth ae 
[= ‘This scale of benefits, which is considered appropriate for 1947, should be 


| adjusted upwards or downwards periodically in accordance with changes in the 
_ cost of living as indicated by the present, cost-of-living index of the Dominion 

Bureau of Statistics, or, preferably, by a more refined and more accurate con- 

|. sumers’ price index which might be established. | 

3 Spouses who qualify, as contributors, for primary benefits should be entitled 

- to these, so that two primary benefits would be payable to a limited number of 

_ family units. 3 pa: 

|) Dependent adult benefits would be payable in respect of persons over 60 

years of age consisting of spouses (mainly wives) and possibly others, such as 

| _ sisters, who have ordinarily been dependent upon the primary beneficiary. This 
| _ benefit would be fixed at 50 per cent of the primary rate. 

a. Children’s benefits would be payable in respect of children dependent 

- upon the primary beneficiary up to 16 years of age, or if in school, up to 18 

years and would amount to 25 per cent of the primary benefit. 

ne Be 1. Eligibility 

oe Primary benefits would be granted to all persons who: 

(a) Comply with the age requirements listed above; | 

(6b) Have retired from their ordinary gainful occupations, subject to their 
being authorized to take odd jobs and make small earnings; 

(c) Have resided within Canada for 10 years or more prior to claiming 
benefits ; . 

-(d) Are not already protected by virtue of public policy, such as war pen- 
sioners, War Veterans Allowances’ recipients, and inmates of mental 
hospitals, prisons, and other public institutions; 

(e) Are not Indians on reserves or’ Eskimos; 

(f) Have paid contributions or have had contributions paid for them by 
provincial governments for a certain number of years, beginning. with 
one a year after inception of the scheme, and rising year by year to a 

‘a total of 20 or more. 

_ 3. Finances 

The scheme would be financed by means of contributions from individuals, 

provincial governments, and the Dominion. 

Individual contributions would be payable by or on behalf of: 


(a) Income-receivers; + 


‘a 
> 


5 - 1his alternative is more similar to the Swedish system of old age pensions than to any 
foreign plan known to the writer. In Sweden individual contributions are made through the 


ld 


income tax system. See Canada’s Health and Welfare, October, 1947, p. 7. 


ac! 
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(b) Other heads of families, and single persons age 16 and above or 18 and 
above if in school, except certain groups such as war pensioners and War 
Veterans Alowances’ recipients ineligible, for benefits, inmates of 
mental hospitals and other public institutions over 65 years of age, and 
Indians and Eskimos; 


Income-receivers would be required to make contributions at the rate of | 


five per cent on that portion of income above the following exemption limits:— 


Singles person i. Fs. yee oe op ween at ee a eas een $600 
Married spetson * 22.745 B02 oG a pes tet aan eee es ee ee 900 
Each child dependent, if under 16 or under 18 and 

atben ding: School, j:yctic: oi atte atas bol ere meena ees 150; 


with a minimum annual’ charge of $15 and a maximum. of $100. Con- 
tributions would be collected by the Dominion Income Tax Branch through its 
regular machinery with arrangements being made for deductions at the source 
(in the case of wage-earners) and annual settlement of balances due. 

The provincial governments would be required to make the minimum pay- 
ments of $15 in respect of all heads of families or single persons who declare 
and prove their inability to make their own contributions by virtue of being 
below the assessable income limits or by virtue of having no income. Many of 
those in this latter group and some in the former group would be in receipt of 
public assistance. Such contributions by the provincial governments would be 


counted as public assistance expenditures towards which Dominion grants should — 


be payable if they exceeded certain limits. 

The Dominion government would meet the remainder of the costs from the 
Consolidated Revenue Fund. Part of the federal subsidy would be recovered in 
the form of income tax since benefits would be taxable as well as the other 
income of beneficiaries. 


4. Administration 


Preferably there should be a complete national system with administration _ 


through regional offices of the Department of National Health and Welfare. 
This presumes a constitutional amendment to permit legislation in this field. 


In the absence of a constitutional amendment the Dominion might enact — , 


legislation to provide that the scheme would go into effect in those provinces 
which passed enabling legislation authorizing the collection of contributions 
from their residents by the Dominion Income Tax Branch and authorizing in 
detail other provisions of the scheme, including administration by the Depart- 
ment of National Health and Welfare. This system might be made applicable 
only to provinces which reached tax agreements with the Dominion. A com- 
plete national system would emerge as soon as all provinces passed the appro- 
priate legislation. 


5. Related measures 

If the new scheme were to become fully effective at once, which 1s prefer- 
able, it would mage unnecessary the present system of old age pensions, so that 
existing Dominion legislation on this subject could be repealed. However, if 
retirement benefits were to be adopted only by means of enabling legislation 


In certain provinces it would no doubt be appropriate to retain the existing — 
old age pension system for those provinces which did not participate in the new 


scheme. 


Concurrently with the introduction of the new retirement system there 


should be certain changes and improvements in the existing scheme of govern- 
ment annuities administered by the Department. of Labour. 
This system should be developed and strengthened in order to encourage 


individuals, either singly or in groups, to purchase annuities which would supple- 
ment their retirement benefits. This program, which is directed towards the © 


int i ‘ 
oe i -_ 
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lower-income groups, and which is heavily subsidized by the Dominion, might 

_ well be recognized as primarily a welfare measure. It would be logical to 

transfer it to the Department of National Health and Welfare to be adminis- 

_ tered as part of the total program of old age security, in close conjunction with 

retirement benefits. Detailed suggestions for improvement of this system, 

_ should be given further consideration. 

4 The main items of a retirement plan have been sketched rather boldly and 
a sharply in the preceding pages, in order to pose for consideration a plan which 
_ is internally consistent and complete. However, many of the detailed suggestions 

| made are arguable and a great deal of careful work would have to be done to 

_ decide upon the validity of each of them, even assuming that the general plan 

_ was satisfactory. It will be useful at this point to give some of the reasoning 

“which lies‘behind the major points. 

| 1. The benefit scale. 

| A primary benefit of $40 per month has been suggested as the least 
| amount which is compatible with the principle of basic maintenance. Figures 
_ are available to show the cost of basic maintenance budget for a single person 
in Toronto, as of August 1947, to have been about $50 per month. In the absence 

_ of good comparative data for the other large cities, for the towns, and for the 

. rural countryside, it is impossible to say with assurance what the cost would 

_ be elsewhere. An informed guess would suggest that the costs are about the 

same in Toronto as in other large cities, such as Halifax, Quebec, Vancouver, 

- Hamilton, Ottawa and Windsor; that they are somewhat less in the smaller 

~ towns and cities; and that they are materially lower in the villages and the 

_ country districts. The rent factor is the great variable. It seems probable 
that the $40 figure would cover or approach basic maintenance costs for one-third 

_ to one-half of the population in the rural districts and smaller towns, while it 

_ would be insufficient for the remaining half or more of the population. Whatever 

figure is taken there will be difficulties in finding one which is fair for both the 

urban and rural districts. Perhaps the best that can be done with flat-rate. 

| benefits is to fix a rate which lies between the costs of maintenance in the high 

and the low cost communities and from this point of view the $40 benefit is 

|- searcely fair. | 
- The most important argument for keeping the rate so low has been the very 

high total costs of the scheme and the desirability of keeping within reasonable 

_ limits the scale of individual contributions and the burden upon the Dominion 

| treasury. Another argument in favour of the $40 figure is that it has been 

_ recognized (rightly or wrongly) as a reasonable allowance for old age pensioners 

| under the prevailing means-test schemes in the various provinces. 

: One possible method of avoiding the problem of difference in living costs 

- from city to country would be to offer benefits varied in accordance with cost-of- 

_ living indices. This idea has been considered and discarded as not practicable. 

| Appropriate cost-of-living indices to show urban-rural differentials are not 

available at the present time and it would be very difficult to construct them. 

- Moreover the administrative difficulties of adjusting benefits for individuals in 

- accordance with their place of residence would be very great. Another suggestion, 

_ which was discarded, was the idea of granting basic benefits to cover all items 

_ other than rent, and then adding a supplemental rental allowance which would be 

a variable amount depending upon a place of residence. Sir William Beveridge 

considered very seriously the same possibility for Great Britain but concludes 

that “the balance of argument in the end appears to be against the proposal. (1) 

| However, when all of these points have been made the fact remains that the 

$40 primary benefit will almost certainly be insufficient, at the prices prevailing 


oy . : . - ideas 4 further. 
Si 1) Social. Insurance and Allied Services, p. 83. However, these ideas may be pursued Y 
Adaitional study, the development of better statistical data, and experience in administration 
may show that it is feasible to implement these ideas some time in the future. 
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in 1947, to meet basic: maintenance costs for single persons living in those | 


cities which contain about half of the population. Living costs are still rising, — 
and on the basis of later information even the $40 figure may have to be raised. 


A rate of $45 would therefore appear to be worthy of very careful consideration — 


A very important part of the plan recommended here is that the benefit — 


if the retirement benefit program should be put into effect in 1948 or 1949 and 
living costs are near or somewhat above the present level. Further research 
on the problem of living costs is indispensable to provide a really good guide 
to the level at which the primary benefit should be placed. 


scale should be varied from time to time in accordance with changes in the 
cost of living. This might be done annually on the basis of cost-of-living 


indices. The adoption of such a policy would have the obvious advantage of — 
protecting the interests of beneficiaries in. periods of rising costs and of protecting © 
the Dominion treasury in periods of declining costs. Moreover revenues from — 
individual contributions may be expected to vary with changes in national — 
income (which are related to price level variations), so that periodic adjustment — 
of benefits will make for a somewhat balanced relationship between costs and — 


contributions. : : 
The recommendations regarding amount of benefit for wives and children 


deserve special consideration. Evidence is available to show that the addition — 


of a wife increases basic maintenance costs by one-half the amount required 


for a single person and that the addition of children to the household of two 4 
adults further increases costs by about one-third per child, on the average. Thus — 
the wife’s benefit may be set at 50 per cent of the primary benefit. But the — 


factor of family allowances must be considered in determining the size of the 


child’s benefit. Since the average additional cost per child to the two-adult — 
household is about $18 per month at the basic maintenance level and since © 
family allowances amount to about $6 per month on the average, it seems — 
reasonable to allow approximately $12 to be made up by the children’s benefit. 5 
This is roughly 25 per cent of the basic maintenance figure of $50.48 for a single — 
person in Toronto in 1947. Hence it has been argued that the children’s © 


benefit be set at 25 per cent of the primary rate. 


A child’s benefit has been suggested in connection with the sae Ne scheme q 
because a certain number of children are normally dependent upon old people, — 
(notably grandchildren and the children of comparatively young wives of older q 


men). 


obtain the higher monthly rate. 


The graduated system of benefits should offer to individuals a range A choice g 
over a period of five years as to when they would retire. Persons with homes of — 
their own, with savings, or with assurance of privately purchased annuities or 
group pensions who would have sufficient resources in total for their old age, — 


The rates for those claiming benefits from age 65 to 69 have been graduated — 
so as to make them approximately equal in value to the $40 rate for those aged ~ 
70 or more. In effect the total value of the anticipated benefits for the person 
retiring at 65 will be no greater than for a person retiring at 70. The younger ~ 
beneficiary will receive a lower amount per month until death but he may expect — 
to remain on benefit for a longer period. Thus there is no financial advantage — 
given to early retirement. On the other hand, the scheme should offer consider- ~ 
able incentive for a substantial number of elderly people to continue at work — 
until 70, or alternatively not to claim benefits until that age, so that they may — 


would no doubt choose in substantial numbers to retire at 65 or soon after. On 


the other hand, persons without these additional resources would be more inclined E 


to delay retirement until they could qualify for the larger benefits. 


Of course individual choice on this matter would be affected very much by 2 
the general level of employment. In a period of depression many older workers ~ 
would be forced to retire and to claim benefits at the earlier ages and the lower ~ 
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tates after a comparatively brief period of reliance on unemployment insurance. 
_ ‘But in period of full employment the element of choice for the individual would 
be very much greater. 

___._ Another important factor affecting choice of age of retirement is the employ- 
___-ment policy of business enterprises. Firms which refuse to hire older men and 
_ women and which discharge their older workers, contribute seriously to the prob- 
___ lem of economic insecurity for the aged. Together with social security provisions 
_ to discourage premature retirement there should be other public measures to 
_ encourage the employment of older workers. If these become effective the indi- 
vidual will have much greater freedom of choice as to when he should retire. 

This whole question of graduated retirement benefits is difficult and it should 
be given much further study. The scale of benefits outlined here is submitted 
for consideration with considerable diffidence. It is to be hoped that further 
_ study will lead to revisions which will give those retiring between ages 65 and 69 
more adequate benefits, without destroying the incentive to remain at work which 
the proposed plan offers. | 3 


_ 2. Supplementation of Benefits. 


oe It is submitted that the plan which has been outlined will provide a very 
____ large measure of protection for the aged, although the proposed benefit scale is 
low, even for those aged 70 and over. The great majority of beneficiaries will 
- certainly have other resources incidental to home ownership, savings, satisfac- 
_ tory arrangements (as in the case of farm people) for living with sons or 
_ daughters, or annuities or private pensions; and when a national system of 
_ medical care is in operation their needs for medical care will be fully met, There- 
_ fore there should only be a minority of the total group who will require supple- 
_ mentary assistance from public sources. 

- _ However there will certainly be some need for supplementation. In a period 
__ such as the present, when satisfactory housing is very scarce and very costly, 
| there are some who would need additional grants to cover rent. In times of 
| depression a fair number of the group in receipt of benefits less than the maximum 
| _-rate (particularly those in the larger cities) will require supplementary public 
| aid. Occasional supplementation will be necessary for some who lose household 
equipment or clothing because of fire or other circumstances. Travel from one 
_ part of the country to another to seek more satisfactory living arrangements may 
call for supplementary payments for some. Special assistance to meet medical 
costs will be very commonly required by those who live in provinces without 
general schemes of medical care. No social insurance scheme can hope to cover 
\® all the contingencies of economic need. Therefore it is essential that there be 
__ provision for the supplementation of retirement benefits in an orderly way. 

B: A joint Dominion-Provincial public assistance program should be designed 
_ to cover this point. Old people in need should be able to obtain supplementary 
_ aid from the provincial and local authorities on a means-test basis. Under the 

_ plan suggested here any province which desires to operate a categorical system 
of “Old Age Assistance” to supplement the national retirement scheme may do 
so, and may obtain federal public assistance grants towards the scheme if its 
| total public assistance expenditures go beyond a certain point. Alternatively a 
province may arrange for supplementation through its general assistance program. 
It is difficult to predict the extent of supplementation that would be neces- 
a sary. Some may feel that it would be very substantial. With this view the writer 
_ does not agree. Under the prevailing means-test scheme, which is quite broad 
=. in coverage, 39-39 per cent of those persons aged 70 and over were in receipt of 
old age pensions during the year ending March 31, 1947, at an average monthly 
a rate of $21.03.1 These persons would benefit enormously from the proposed 


f) 
fq 


1Canada Year Book 1947 “Welfare Services” (reprint) p. 28. 
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scheme and all but a few would surely be able to live without seeking supple-_ 
mentary aid. Those who are now in the 65 to 69 age group and who are not work- 
ing would be in a far better position than at present, for only a limited number 
of them are now able to obtain public assistance. The great majority would - 
also be in a much better position at age 70 than under the present system and 
would probably find it unnecessary to seek supplementary aid. However, these 
are only expressions of opinion. Further study should yield data upon which a 
better judgment can be based. 

In short, the writer believes that the scheme outlined here, with very modest 
benefits, would probably reduce the means-test element in old age security to 
limited proportions. With a more generous benefit scale based upon a primary 
figure of $45 or $50, which should be established as soon as financial arrange- 
ments can be made, and perhaps with more favourable rates for those retiring 
from ages 65 to 69 the means-test element might be reduced to very little. The 
proposed plan goes a very long way towards implementation of the “limited- 
use-of-means-test” principle; and with some extension and refinement it should 
implement the principle fully. 


3. Coverage and eligibility 

The scheme has been designed to cover practically the whole population. 
However, there would have to be a few limitations to eligibility for benefits. 
For one thing, it would be reasonable to exclude old people recently arrived in 
Canada, who perhaps come to this country to retire, who may already have 
pensions or other resources and who have certainly not contributed, as Canadian 
workers and taxpayers, to the scheme. It has been suggested, arbitrarily, that 
there should be a ten-year residence rule to deal with this problem. This rule 
might be amended by virtue of agreements to be made in the future with Great 
Britain, the United States, Australia, New Zealand, and other countries, whereby 
there will be reciprocity in the provision of social security benefits with respect 
to persons moving from one country to another. | 

Retirement from gainful occupation has been suggested as one of the con- 
ditions of benefit, partly because this would operate to limit claims and partly — 
because those persons who continue to work and earn will not generally be in 
need of pensions. The retirement rule is common in old age insurance systems. 
It was recommended by Sir William Beveridge in Social Insurance and Allied 
Services and has been approved by the International Labour Conference.! | ; 

There are certain old persons who do not require benefits because they are 
already protected by public policy, notably war pensioners, recipients of War 
Veterans’ allowances and inmates of mental hospitals, prisons, and a few other 
public institutions. There should be no question about the exemption of those 
war veterans whose needs until death will be met by Dominion pensions. The 
case of recipients of War Veterans’ allowances is somewhat different. ‘They too 
are assured of grants on a means-test ‘basis, which are presumably sufficient for _ 
subsistence in most cases. In effect this is a special scheme of old age and dis-— 
ability assistance for war veterans, entirely financed and administered by the 
Dominion government. Rather than exempt this group from the retirement 
system it might be better to include them and either to abolish War Veterans’ 
allowances entirely or to revise the system very considerably. If this group 
were included under the retirement program total costs would rise somewhat 
which would call for larger contributions by the Dominion. But these increased 
charges would be offset largely or completely by the reduction of federal expendi- 
tures on War Veterans’ allowances. 

Inmates of mental hospitals and prisons obviously do not require benefits. — 
But there is nevertheless some argument for benefits to be granted to them and ~ 


1 Social Security: Principles and Problems Arising out of the War, p. 48. 
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then to be paid over to the institutions, Dominion, provincial or local, in which 
they are maintained. This argument is particularly applicable to the largest 
group of institutional inmates over 65 years of age, those in provincial mental 
_ hospitals, and consideration might be given to the inclusion of this group. But 
_ the case against their inclusion is fairly strong, particularly when it is proposed, 
as part of the total program outlined in this report, that the Dominion: should 
: offer substantial grants to the provinces to assist them with their mental 
hospitals. 
4 It seems that reserve Indians and Eskimos should be excluded from the 
~ scheme because cash benefits probably do not represent the best means of pro- 
_ tecting them in their old age. The problem of working out suitable welfare 
provisions for the Indians is one which should receive special attention.1 
if Eligibility for benefits should be related directly to contributions. The 
| detailed suggestions made here are designed to implement this principle and at 
| the same time to permit immediate application of the retirement system. 
_ Actually the principle will only be implemented for those persons under 65 years 
_ of age at the inception of the scheme. Those over 65 years will be eligible for 
_. benefits immediately, without having made any prior payments. However, they 
_ will be liable for contributions on a percentage basis if their total income from 
benefits and other sources goes above the income exemption limits specified 
| above; or alternatively, provincial governments will be required to make the 
| minimum contribution on their behalf. KF 
a Limitation of the contribution requirement to 20 years is frankly arbitrary. 

- Perhaps it should be longer. One reason for setting it at this level is to make it 
| possible for a good many women to qualify for primary benefits although they 
| may be married and living with their husbands at age 65. It seems reasonable 
_ that women who have spent a good part of their lives in gainful employment and 
_ therefore have been compelled to contribute to the system should be entitled to 
| primary benefit rather than to the lower wife’s benefit when they reach 65 years 
ieeor age. — 
ae. An alternative to immediate application of the scheme would be gradual 
_ application. This might be achieved by making benefits available only to 
| persons who have contributed for a certain number of years, possibly five. This 
| would mean that those persons 65 years of age at the inception of the scheme 
| would become eligible to claim the $40 primary benefit at age 70, while those 
who were 60 years of age ‘at the inception would be able to claim the lower 
| primary benefit five years later, when they reach 65 years. If this policy were 
| adopted, the present old age pension system would have to be continued for 
| five years. 
ie Immediate application is recommended here, ‘because it seems to have many 
_ advantages over the alternative of gradual application. It would cover virtually 
|« the whole aged population immediately, thus making the present inequitable 
| means-test scheme unnecessary. Moreover, it would incorporate at once, 
logically and completely, the pay-as-you-go principle of financing which 1s 
considered desirable, without raising any problems regarding reserve funds. But 
on the other hand it would be more costly ‘at the outset to the Dominion 
government, and it would no doubt pose somewhat more difficult administrative 
problems. | 


4. Contributions 

Individual contributions would be related to capacity to pay, with upper 
and lower limits. The figures for exempt income ($600 for a single person, $900 
for a married person and $150 for each child dependent) are based upon and 


. 1The report of the Special Joint Co itt f the Senate and the House of Commons 
pecial Joint Committee o ( 0. 

appointed A tae Fe The Indian Act recommends that Indians should become eligible for old 

‘age pensions but also points out the need for a variety of other health and welfare services. 
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represent essentially the cost of the basic maintenance standard of living in| 
Toronto in 1947, taking into account family allowances in the case of children. » 
The exemption of such amounts of income from the levy of five per cent protects 
those persons who have resources only sufficient for subsistence from any ~ 
obligation to contribute. It is submitted that such an approach to contributions 
is much more equitable and socially desirable than the common social insurance 
or private pension device of levying a charge upon gross income without reference 
to the adequacy of this income to cover elementary needs for family maintenance. 

The minimum rate of $15 has been fixed arbitrarily. Some minimum is 
desirable to simplify the administration of collections, to provide a flat figure of 
contribution ‘by the provincial governments, and to guarantee a reasonable 
amount of revenue in respect of the low-income group and the non-income ~ 
receivers. Of course the $15 figure will represent a regressive charge upon — 


the low-income group. But it is impossible to avoid some degree of regression — 


at this point, unless the idea of the minimum contribution is discarded entirely. 

The maximum of $100 has been fixed with the idea of protecting virtually — 
all contributors against retirement payments greater in total value than their — 
prospective benefits. It is important to note how the maximum of $100 has © 


been determined. It would require annual payments of about $96, compounded ~ 


at 24 per cent annually over a period of 40 years, to provide for annuities equal 4 


in value to the primary benefit of $40 and the wife’s benefit of $20 which have — 


been proposed. Only those persons with annual incomes of $2,600 or more will : 


be required to pay as much as $100 a year in contributions. It may be presumed — 
that only a small fraction of all contributors would pay at this rate for 40 years — 
or more. Therefore in the case of the very great majority of contributors (even — 
including the upper business and professional groups with gross incomes of © 
$5,000 or more during a good part of their lives) total contributions will yield ~ 
less than the value of prospective benefits, presuming (the normal expectation) — 


that they have wives living at age 66. ] 

Of course it is possible that a few of the contributors, such as single — 
professional women with good earnings for 35 or 40 years, professional and | 
business men who ‘begin their careers early, at good earnings and who work — 
without interruption, and persons with good unearned incomes from youth, will — 
pay into the scheme more than the probable value of their benefits. But it 
seems impossible to guard against this eventuality for the few without cutting ~ 
down the maximum to such an extent that it would limit seriously the revenues ~ 
of the scheme. 

The problem to be faced here is one which is intrinsic in social insurance. ~ 
It is difficult or impossible to apply the general rule of private insurance that ~ 
prospective ‘benefits should be related neatly to contributions. At the same ~ 
time it is desirable to avoid charging the individual more than the probable ~ 


value of the service he will receive. Some kind of compromise involving arbitrary a 


judgment is necessary to reconcile these rival considerations. To quote an ~ 
international authority, “the relations between income and expenditure which © 
arise from individual policies do not constitute a sufficient mechanism to enable — 
social insurance to achieve its proper ends. Yet it may happen that reference ~ 


is made to the premium that the insured person would have had to pay in order ~ 


to acquire the same rights as those guaranteed by the social insurance scheme; ~ 
for example it is sometimes held indispensable that the contribution should not_ % 
exceed this premium, and it is often considered sufficient that the difference — 
between the two should not be great.” (1) a 

Because of the very substantial Dominion government Sou ribERMNes which ~ 
is proposed, those in the upper income group will actually pay more than $10" | 


(1) Lucien Feraud, “Introduction to Financial Problems of Social Insurance’, International: 
Labour Review, July 1938, p. 7. 
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per year towards the retirement benefits system. They will have to contribute 
through income tax to the Dominion’s share of the total cost. It may be argued, 
therefore, that it does not matter too much if some of them pay somewhat more 
than the value of their own prospective benefits through the social security levy. 
But it seems very important to keep separated, as sharply as possible, the social 
_ security contributions by. prosperous people and their general income taxes. 
_ If the two elements are mixed there is grave danger that the values of relating 
Bs pton to benefits, which are stressed in this report, may be substantially 
lost. 
Further work on the technical problem of the maximum rate, with good 
_ actuarial advice, should be undertaken to provide a better basis for final 
decision. | 
4 The minimum and the maximum contributions and the five per cent rate 
| are designed to raise approximately half of the total revenues. The per- 
_ centage rate might be set higher in order to obtain larger revenues directly 
_ from contributors. But there is considerable question about the willingness of 
| wage earners, farmers, and other income-receivers to pay more at present. 
_ However, the rate might be increased later as the Canadian population became 
_ more accustomed to a contributory system of social security. 
; It should be noted that there is a great distinction between the five per 
cent rate suggested here, to be levied only on income over certain exempt 
amounts, and the common five per cent rate on gross incomes which many 
- Wwage-earneres are accustomed to pay under private pension plans. Available 
statistics show that in 1946 nearly one-half of all Canadian income-receivers 
| had incomes ranging from $1,000 to $2,500. The following examples will show 
the incidence of the proposed retirement charges upon typical contributors in 
| this middle income range. 


(Ss Gross Assessable Retirement | Percentage of 
a. Contributor Income Income Contribution | Gross Income 
| B $ $ $ 

Wiieingle person. 01.02.20 oe oe. A 1,000 400 20 2-00 
a B 2,000 1,400 70 3-50 
| Married person.......... See ca tn. A 1,500 600 30 2-00 
ie, a B 2,000 1,100 55 2°75 
Married person, two children........... abe x 1,800 600 30 1-67 
a > ; B 2,400 1,200 60 2-50 
C 3,000 1,800 90 3-00 
D 3,600 2,400 100 2-78 


From these figures it appears that, for most people in the middle income 
| group, the amount of gross income to be contributed will be two or three per 
cent. It may be noted, by way of comparison, that the original plan for the 
"financing of the old age and survivors’ insurance provisions of the Social 
| Security Act of the United States called for contributions on gross income 
_ from wage-earners amounting to ‘three per cent, with a like amount from 
employers. a 
Collection of individual contributions by means of the Dominion Income 
Tax machinery does not appear to pose any insuperable problems, although 
the exemptions for purposes of determining assessable income will be different 
from those of ordinary income tax. An additional simple schedule on the income 
tax form would be necessary; and some arrangements could no doubt be made 
for deductions at the source, along with income tax, in the case of wage and 
salaried employees. Various technical details would have to be worked out to 
fit the collection system into the general pattern of income tax administration. 
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: t : : 
The Dominion Income Tax Branch would have to handle a much larger volume 
of returns than at present because of the low limits of assessable income pro- — 
posed for retirement contributions and this might call for considerable expansion ~ 
of administrative machinery. ; . 
The proposal that the provincial governments should make contributions — 
in respect of the low-income group and the non-income receivers has been made ~ 
for several reasons. If contributions are to be related to benefits there should ~ 
be provision for individual payments in respect of persons below the assessable — 
income limits. The provincial governments are the logical bodies to make — 
such payments because they are now and they will continue to be together — 
with their local governments, responsible for public assistance. Contribu- — 
tions in respect of persons unable to make their own payments may properly — 
be considered expenditures on public assistance, even though many of the © 
persons who do not pay will not be recipients of the usual forms of public aid. 
The proposed provincial contribution is further justified because the — 
retirement program will relieve the provinces very largely of their present ~ 
obligations for old age pensions, which amounted to about $19,128,000 in 1945. © 
On the assumption that the provinces, since negotiation of the tax agreements, — 
are able to carry their present obligations for health and welfare without — 
serious difficulty, it is appropriate to seek some financial support from them 
towards the retirement system when they are relieved of the costs of old age | 
pensions. ; 
However, the provinces should not have new obligations imposed on them — 
which they would find difficult to meet. Although their payment to the — 
retirement scheme in respect of low-income and needy persons would be ~ 
much larger under conditions of economic depression than at present, the system — 
of public assistance grants which is proposed would protect them from unreason- s 
ably high contribution. This system of grants, or something akin to it, is a ~ 
necessary corollary to the plan of provincial contributions which is proposed here. — 
It is difficult to estimate the number of persons for whom the provincial — 
governments would have to pay. Probably a substantial number of those below — 
the assessable income limits would actually find the money for their own pay- ¥ 
ments in preference to making the necessary declarations and offering proof that — 
their resources were to small. One might expect a good many of the farming ~ 
population to take this line. q 
__ Administrative arrangements for the provincial contribution should not be x 
difficult, particularly if a general system of public assistance is established — 
throughout the country, under the stimulation of Dominion grants as proposed. — 
The local public welfare department or the provincial district office of public — 
welfare would be the appropriate agency to which the individual without proper — 
income would go to make a declaration of inability to pay. These offices, with 
their facilities for investigation of individual resources, would be in a position © 
to check upon the individual’s declaration and to certify him for provincial — 
contribution. In the case of many persons in receipt of public assistance such | 
certification could be given automatically on the basis of records currently 4 
maintained for eligibility determination. zz 
There would be, both for the individual and the provincial governments, 
a positive inducement to comply with the rules regarding contributions. The — 
individual would know that his eligibility for benefits would be destroyed, or — 
impaired, if his contribution is not made in any year either by himself or by the 
province. The provincial government would recognize that if it did not make 
contributions for any of the persons for whom it was responsible it might have :] 
to provide public assistance for them when they reached age 65. With these 
positive inducements, both to the individual and the province, evasion of contri- ; 
butions for those in the low-income and the non-income eroups should be kept 
to a very low level. 4 
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_____ There is, however, a possible alternative to the system of provincial contri- 
a bution. If for a variety of reasons, financial and otherwise, it does not seem 
_ expedient to assess part of the retirement charges against the provinces all 
_ persons below the assessable income limits might be exempted from contributions. 

They might be given eligibility credits simply by filing with the Dominion income 
_ tax authorities, or possibly with the provincial or local welfare agencies, declar- 
ations of inability to pay which, after investigation, were proven to be correct. 

The Dominion contribution to the scheme from general tax funds would vary 
from time to time, depending upon the amounts collected from individuals and 
| from the provinces. The estimated Dominion contribution for 1948 would be 
| about $158.6 million or a little less than 50 per cent of total costs of $320.1 

million. The scheme should limit the Dominion obligation to not more than 
| half the total costs for all periods except depression periods. 


5. Administration. 


| The case for a complete national system of retirement benefits is very strong. . 
| For if the system were only in effect in some provinces there would be a number 
| of awkward problems. But a national scheme would probably call for a change 
in the British North America Act to authorize Dominion legislation. It is 
strongly urged that the most serious effort be made to obtain such an amendment. 

____ It is submitted that there will probably be no objection from any of the provinces, 
| with the possible exception of Quebec, to an amendment, similar to the one of 

1940 upgrading unemployment insurance. 

a But if the Dominion government-is unwilling to proceed with the amend- 
| + ment recommended here, the retirement benefit system might be established in 
_ those provinces which agree to accept the alternative plan of a Dominion act 
- followed by provincial enabling legislation. The Dominion act would contain 

essentially the provisions which have been outlined above for a complete national 
| _- system, including individual payments to be collected by the Income Tax branch, 
| —-~provincial contributions, and Dominion administration. The participating 
| _ provinces would then be required to pass legislation to authorize charges upon 
- ‘their residents and provincial contributions and to delegate administrative 
responsibility to the Dominion. Separate retirement funds might be established 
_ for each province, out of which benefits would be paid to the residents of that 
province. The Dominion grants to each of these provincial funds would vary 
in amount on a beneficiary or per-capita-of-population basis to make up the 
deficit between the costs of benefits and the yield of the retirement: levy within 
-- each province. Thus the Dominion’s share might considerably exceed half the 
costs of the scheme for some provinces with low returns from individual contri- 
| _ butions while it might be less than half for others. 
5 If such a scheme were to be worked out only for the seven provinces which 
_ have signed tax agreements it would impose some injustice upon contributors, 
for a person might move from a province where he had contributed for a number 

of years to a non-participating province,—notably Ontario or Quebec. In one 
case, where he had made enough contributions, he might still draw benefits from 
his original province, although he lived elsewhere. In the other case, when his 
contributions history did not entitle him to benefits, he would be the loser, unless 
some special provisions to protect his interests could be worked out. 
Administrative machinery for the system, whether it covers the whole 
country or whether it is in effect only in some provinces, is already available 
through the regional offices of the Department of National Health and Welfare. 

_ The operation of the retirement system would be similar in many respects to the 
administration of family allowances, so that it might be handled by the same 
provincial offices, with appropriate expansion of staff and facilities. The proposed 
scheme of survivors’ benefits which is outlined below would be administered in 


_ the same way. 
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_ It would be necessary for the Dominion to maintain a central register to 
show the annual contributions of individuals—or “insured persons.” This record 
would be kept up to date annually on the basis of reports from the Income Tax 


Branch and would represent a relatively simple mass operation. 


The administration of the system should be comparatively simple and it 
should not ‘be very expensive. No effort has been made here to calculate 
administrative costs, which would be borne by the Dominion. 


A possible alternative to Dominion operation of a retirement program estab- 
lished on a province-by-province basis would be to turn over administration to 
the provincial authorities. Technically, there is probably no reason why this 
could not be done. Administration costs might be assumed jointly by the 
Dominion and the provinces, with the Dominion laying down standards with 
which each province would have to comply. There would be required reciprocal 
arrangements regarding eligibility for persons from all participating provinces. 

But this alternative is one to ‘be considered only as a last resort. The 
establishment in this manner of a series of provincial retirement systems would 
create vested interests which might stand in the way of the emergence, at a later 
date, of a nationally operated program.1 Moreover, the various provinces 
would have only a limited financial interest in the scheme, and there might be 
some temptation for them to be unduly generous, or even lax, in their administra- - 
tion of a program whose deficits would be made up by grants from the Dominion 
treasury. 


6. Costs 


The estimated costs of the retirement system, the prospective revenues from | 
individual contributors, the provincial payments, and the contributions from the 
Consolidated Revenue Fund are shown below for 1948 and three later years. 


<) 1948 1951 1961 1971 q 

($ Million) ie 

170, (0S ee ca me RG PE ee TE 320-1 327-8 365-9 400-7 
Individual Contributions. .................. Sth Sy 136-8 143-8 161-5 177-5 q 
Provincial Contributions......000...00000.000ccsevee. 24-7 25-9 29-1 2-0 
Dominion CCOMTETONEION A ail ho. ol ae, Sine Gena ep Carey 158-6 158-1 175-3 211-2 e. 
; 


The chief uncertain factor in the cost estimates has to do with the number — 
of persons who may retire and claim benefits prior to age 70. The formula which 
has been used to estimate graduated retirements assumes that 40% will retire at 
65, 30% between 65 and 70, and 30% at 70. a 

The revenue figures have been calculated on what is considered to be a 
conservative basis. Assuming that 1948 is another year of full employment 
and high incomes, the revenue estimates are probably quite conservative, for 
they are based upon income tax returns for 1946. Indeed there is good reason 
to believe that if incomes remain as high as they are at present the revenues __ 
from individual contributions would considerably exceed the. estimates, which 
would mean that the Dominion and provincial obligations would be substantially 
less. Te 

On the whole it is believed that the cost and revenue figures are conservative __ 
in that the cost estimates are close to the probable upper limits of expenditure, 
while the revenue estimates are on the low side. | . 


1 As in the case of unemployment compensation in the United States. 
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a As the figures indicate, the retirement scheme will be expensive. It would 
_ cost substantially more than the Green Book plan at the outset, as the following 
_ comparative estimates shows: - 


1948 | 1951 | 1961 1971 


ra / ($ Million) 
; UE ENE Ge a 240-0 264-0 349-0 420-0 
a ' Revised plan.........: Be Mg eka tl tos ele hea 320-1 327-8 365-9 420-7 


a i ii Skee heck Ns Tp os ll) Ce ete eS Oe 
___, @)These totals include the provincial share for means-test pensions, $20 million in 1948, rising to $35 
million in 1971. 
However, it is to be noted that costs would increase less rapidly under the 
_ revised plan than under that of the Green Book and would be about the same 
_ from 1961 to 1971. The graded system of retirements makes for lower costs in 
_ the latter years than the system of flat rate benefits for those over 70, because a 
_ good many persons who retire at the earlier ages will receive less than the 
_ maximum rate of benefit until death. 
_ A further point is that no conceivable scheme of retirement benefits which 
_ affords reasonable protection for the mass of the population is going to be cheap. 
_ Schemes which would provide generous flat rate benefits to all men over 65 and 
_ to all women over 60, such as have been proposed by various groups and 
individuals, would involve costs mounting to astronomical figures after 25 or 30 
| years, as the age composition of the population moves rapidly upwards. The 
/ scheme which has been outlined here may appear at first sight to be very 
expensive; but it is certainly less costly than most alternative plans which have 
| been proposed or which may be conceived by staunch advocates of old age 
i security. 


—¥ 


SURVIVORS’ BENEFITS 


|e A closely related scheme, which is badly needed in Canada, is one of 
| survivors’ benefits. The premature death of the father of a young family has 
- often left his wife and young children in a position of acute economic need. 
| The great majority of wage earners and farmers are in no position to carry 
| enough commercial life insurance to give adequate protection to their wives and 
| children. Usually the widow cannot leave her home duties in order to earn 
| enough to support her family. It is most undesirable for the older ehildren 
- to be forced into employment before they have spent a reasonable period in 
school. Usually the wife’s parents, or parents-in-law, are unwilling or unable 
to assume responsibility for the family; and even if they are, the arrangements 
which are made are often difficult and distasteful on both sides. 

. It is clear that good social policy calls for a system of social protection 
* for widows and their children. Thus far in Canada we have relied chiefly upon 
_ the means-test programs of mothers’ allowances, which are now in effect in all 
- provinces except Prince Edward Island. In 1941 there were roughly 45,000 
widows with children under 16 years of age and the number is presumably 
somewhat higher at present, even without taking the war widows into account. 
In 1946 there were nearly 30,000 families, (mainly headed by widows) which 
received mothers’ allowances in the eight provinces other than Prince Edward 
Island. It may be deduced from this that from one-half to two-thirds of the 
widows with children under 16 years of age are now left destitute or nearly 
destitute on the death of their husbands so that they have to apply for public 
assistance on a means-test basis. 
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The present schemes of mothers’ allowances do not comply with the prin- | 
ciples of social security which were stated in Part 2. A contributory scheme — 
of survivors’ benefits, to be operated by the federal government and covering 
the whole population, would be a much more effective method of implementing 
these principles and it is submitted that such a scheme should be added to the ~ 
national social security plan. It would be closely related to the retirement bene- 
fit system and would have many characteristics in common with it. Details 
are outlined below:— . 


1. Benefits | i 

These would be of two classes, Primary and Children’s, and would be pay- 
able as of right to all eligible persons without means test. The suggested rate 
of primary benefit, based on the 1947 cost of living, is $40 per month; and the 
children’s benefit would be one-quarter of this amount, or $10 per month. 
The children’s benefit would be payable in respect of children up to 16 years 
of age or up to 18 years if in school, who are dependent upon the primary ~ 
beneficiary. 4 

Rates of benefit should be adjusted periodically in accordance with changes — 
in the cost of living. 3 


2. Eligibility 
Primary benefits should be payable to all women who— | 4 
(a) Are widows with dependent children under 16 years of age or under 4 
18 years if in school; 
(b) Are not protected ‘by virtue of public policy, such as war pensioners 
and inmates of certain public institutions; a 
(c) Are not Indians on reserve or Eskimos; 
(d) Have had contributions paid to the social security fund by themselves 4 
or their husbands or provincial governments for at least one year — 
immediately preceding the claim for benefit, this rule to come into — 
effect one year after the inception of the scheme. y 


3. Finances j 

The scheme would be financed by means of contributions from individuals, — 
provincial governments, and the Dominion, in the same way as the proposed * 
system of retirement benefits. Individual contributions would be payable at — 
the rate of one per cent of income above the same exemption limits proposed — 
for the retirement system, with a minimum annual contribution of $3 per 
contributor and a maximum of $20. Provincial governments would contribute — 
in respect of all heads of families or single persons below the assessable income — 
limits and the Dominion government would meet the remainder of the costs — 
from the Consolidated Revenue Fund. e: 


4. Adminstration : ‘Z 

This also should be a national system, administered by the regional offices B 
of the Department of National Health and Welfare. There is the same © 
constitutional problem here as in the case of retirement benefits. In the 
absence of a constitutional amendment to permit a Dominion system, the same — 
device might be employed as has been proposed in the case of the retirement — 
plan—to work out agreements province by province for the scheme to be — 
authorized by provincial legislation. 


j 1 As in the case of the retirement system, a primary rate of $45 would be more adequate” 
in the light of the cost-of-living data available and it should be seriously considered. How- 
ever, it is to be noted that the proposed rates are more generous than the mothers’ allowances — 
rates generally in effect in the provinces at present. 
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____. The details of this scheme have been outlined very sketchily. More con- 
_ sideration should be given to a number of specific questions. For instance, 
the eligible group might be extended to include women who are divorced or 
ig separated from their husbands and those whose husbands are unable to support 
a. them because of permanent or long term disability or commitment to a mental 
institution or prison. Likewise guardians of children other than their mothers 
might be made eligible for benefits. Probably benefits should be payable to 
ra orphans. They might also be payable under certain conditions to unmarried 

mothers. These are questions of a type which have had to be faced in connec- 
tion with mothers’ allowances legislation and the experience of the provinces 


; in this field will be useful for further planning. 

Ca So far as individual contributions are concerned the problems are similar 
| _ to those which have been discussed in connection with retirement benefits. The 
| proposed system of provincial government payments should keep the whole 
| population currently insured. The maximum limit of $20 per annum is frankly 


Nes arbitrary. It is at the same rate as the one proposed for retirement and medical ~ 
| eare contributions. Contributors such as single women beyond child-bearing 
age and men in the older age groups will have little or no expectation of 
| advantages from this system; but it may be argued that their contributions 
should be pooled with those of others for the protection of the children. 

a The introduction of the survivors’ plan would make possible the immediate 
abolition of the system of mothers’ allowances—although a province might, 
| if it so desired, carry on its system for purposes of supplementation. But on 
the whole it would seem best for supplementation to be handled by the general 
| programs of public assistance which should be established everywhere. 


im 5. Costs : 

' A rough estimate of the costs of survivors’ benefits suggests that the cost 
i would be about $37°5 million for 1948. Contributions from individuals and 
| _ the provincial governments might be expected, to yield about $32-3 million. 
| These costs and revenue estimates are both rough and very much subject to 
amendment after further study. But they are clear enough and conservative 
| enough to suggest that the costs of the scheme to the Dominion would not be 
great, perhaps only $5,000,000 or so annually in the immediate future. 


. | . CONCLUSION 
It is submitted that the plans which have been advanced in the preceding 
pages for retirement and survivors’ benefits would be more in conformity with 
sound principles of social security than the Green Book proposals of 1945. 
+ The retirement scheme would offer benefits which are much closer to a basic 
~ maintenance level for the mass of recipients than the $30 per month proposed 
in the Green Book. The two new systems would make possible the abolition 
of the present means-test programs for the aged and for widows. The retire- 
- ment system should offer reasonable protection for the great bulk of the aged. 
For the remainder, supplementation to the extent necessary would be available 
through special provincial schemes or through general public assistance. 
o. The system of individual contributions would not lay an unfair or a 
heavy burden upon the contributors. Those who are now below the minimum 
income level would be totally exempt from contributions and others would pay 
in proportion to their means but not beyond certain amounts. The contribution 
__ would not. represent much or any additional expense for numerous contributors. 
In the case of some it would appear expedient, if the new system came into 
effect, to contribute less to industrial pension plans, or to the purchase of 
annuities, than they are now doing. At the same time, others whose pension 
rights under private pension funds are not very extensive would probably 


me 
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welcome very much the assurance of a sharp increase in their retirement 
allowances which this plan promises. Those in the middle as well as in the 
lower income groups will profit greatly from the scheme. 

The advantages of the proposed plan of survivors’ benefits are probably 
even greater. It should be most welcome to married people with young families. 
In effect it will give to every husband a substantial life insurance policy far 
beyond the value of those which most wage earners or farmers are now carrying. 
Such persons may either reduce the amount of their life insurance payments 
or they may continue to carry as much insurance as at present in order to 
provide additional protection for their wives and children. 

: The costs of both schemes are high. But in the light of the social advantages 
which they offer and of the productive capacity of the country it is submitted 
that they are not excessive.. If the plans are properly presented to the people 
of Canada they should be acceptable and popular. 

(Hind of Written Statement) 


The Witness: It was an attempt to implement the principles outlined here. 
Let us say rather that it merely represents one attempt to implement the 
principles of a contributory system and at the same time to avoid the complex- 
ities of the American scheme. I do not like the United States scheme. I have seen 
it in operation over a number of years and I do not like it. It is far too 
complex, I think. Here is a plan designed to get the age of eligibility down to 
65 for some people without throwing too big a financial burden upon the economy 
as would ibe the case with a flat rate benefit down to 65; and also to encourage 
later retirement. This was all worked out very hastily. We did it within a very 
limited amount of time and tried to produce a detailed outline of a social 
security plan which would embrace the principles which we have ‘been discussing 
here this morning. I thought perhaps I should mention that that is all my ~ 
draft plan is supposed to be; something concrete as a basis for discussion and 
criticism, 

The scheme is one which will permit of the retirement of men at the age of 
65 and of women at the age of 60. I think it has become a pretty generally 
recognized fact that women reach the age when they need retirement benefits 
earlier than is the case with men, and! that is why in this material we suggest 
bringing the benefit as a matter of right down to age 65 for men and age 60 
for women in certain cases where the need becomes clearly apparent. If we were 
not to restrict it in that respect the figures with regard to benefits would become _ 
astronomical in size within a certain period of time. I know the difficulty in 
moving down to that point, but I do submit, sir, that we have to recognize that _ 
there are certain persons in the 65 to 70 group who do need the benefit, without 
any question. For example, there were the kind of persons referred to in the _ 
brief of the Canadian Welfare Council, those who are physically handicapped; 
and there would be perhaps the odd case of the grandmother with a child left 
in her care with the result that she cannot go out and do any work. So, with | 
respect to persons of that kind, I think it is possible perhaps to permit the 
retirement ‘benefit to begin at age 65, but that would apply only to certain ~ 
specific categories of people, those who for obvious reasons could not be expected 
to be in the labour market. If we do that, sir, I should think the cost of the 
benefit for such persons between the ages of 65 and 70 could be kept within — 
manageable proportions. a 


Mr. Ferrie: Would you be willing to take in the crippled and the invalid? | 
The Wirness: Very definitely, that group should be included on the 4 
grounds that they could not be expected to get employment through which to — 


take care of themselves, so that they would have to be maintained by society | 
for the remainder of their living days. g 
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___. Hon. Mrs. Fatxis: You mentioned a pension of 65 for men and 60 for 
women, do you not think it would also be advisable to have an age distinction 
of, let us say, 70 years for men and 65 for women? ? 

The Witness: Yes, I would think that might be done. The same principle 
I think would apply. I used the figure 60 here because one finds many cases 
var of that kind which require to be dealt with, since there are many special 
ae conditions arising in connection with women that do not apply to men. Also, 

a I think that women generally, I am speaking of single women, retire from active 
a work earlier than men do. 

4 Hon. Mrs. Fatiis: Would you assume then that the same principle should 

_ apply to the retirement of women at an earlier age? 
iy The Witness: Yes, I think I would support such a differential in retire- 
| ment benefit age. 

The Cuarrman: That would involve a health test, and that is something 
which it is very difficult to apply, is it not? 
The Wirness: It is not easy, Mr. Chairman, but I do not think it is at 
: all impossible. I think we are doing it already in a good many ways. We are 
doing it in the province of Ontario, for example, specifically with regard to 
_ eligibility for general relief. Now, it is very difficult to do it at that particular 

_ __ point, but in the case of older people I do not think it is at all impossible. It 
| _ is being done in connection with war veterans allowances. In the United States 
_ the Government Advisory Council on Social Security about two years ago 
_ +Yrecommended a national system of disability insurance. After most careful 
consideration that group came to the conclusion that the scheme was administra- 
ie tively feasible, just as it has been shown to be in the case of war veterans 
|. benefits. We have done it. I do not think we have done it too well or too 
| __ successfully. I recognize that there are difficulties connected with it but I 
|. believe that it is quite feasible, with sound administration. 

} ~The Cuarrman: With sound administration? 

The Witness: Yes. 


The CuHamman: There is always the danger of political play in it? 


e. The Wirness: Yes sir, there is a danger, yet it seems to me that we have 
~ in Canada gone a considerable distance now in most of the provinces away from 
_ hampering or detailed interference with social welfare administration. . 
a _ The Cuairman: In some provinces, 

s," P 


The Wirness: Yes, I would say in most provinces. 
i The Cuairman: I know of at least one at present. 
Mr. Brown: Are we going to submit questions to the witness at this point? 
4 | Mr. Fiemina: I think we had better let him finish his statement. 
The Carman: Perhaps I had better ask the witness whether he prefers 
that we should let him go ahead or whether we should question him as we go 
along. 
The Wirnuss: Just as you say, sir. 
Mr. Fiemine: We had better let him finish his statement first. 
The CuarrMan: All right, Dr. Cassidy, go ahead please. 


The Wirness: The second principle in this plan is that it should discourage 
premature or unnecessarily early retirement from gainful occupation. And you 
will see the devices which are employed here. I think you have already had evi- 
dence about the desirability of people working beyond the age of 65, and that a 
good many people like to keep on working in their later years. : 

The next point is that the system should be financed on a ay sere 
_ basis” rather than on a reserve basis. I understand that your committee has ha 
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representations to the effect that a seein insurance program ‘involves great reserve - 
funds guaranteeing payments for persons who are eligible. Personally I do not 
agree with that and say it is better to pay as you go, to use that principle as 
indicated here. 
The next principle is that there should be a national system of retirement 
benefits with dominion administration. 
Next, the scheme should provide for a simple system of sepa ala as 4 I 
understand that the committee has gained the impression, perhaps—at least I 
have seen much discussion of it—that any contributory social insurance scheme 
involves a very complicated administration. I do not think that is necessary in 
a contributory social insurance plan of the right kind. It depends, again, on the 
kind of plan which you set up. This plan was designed to avoid the complex 
administration and I believe makes for a comparatively simple administration. I 
do not say it would be over-simplified, but I think it would be quite managable. 
_ Now, benefits: Benefits would be of three classes—primary, dependent adult, 
and children’ s—by that I mean, husband, wife and child—and payable as of 
right to people without a means test, benefits to be based on the basic rate of $40 
at age 70. We arrive at that $40 figure on the basis of the Toronto cost-of-living 
figures which I gave, and which you will recall worked out at $50 for a single 
person’s basic maintenance; that being the amount required for maintenance of 
an individual in Toronto in August of 1947. But we thought that the cost of 
living would be somewhat less in the smaller towns and in the rural areas, and 
for that reason we deliberately put in a benefit figure which is somewhat under 
the minimum Toronto requirement for the maintenance of an individual. We 
did this arbitrarily to bet the benefit down to what we thought was a bare mini- 
mum yet reasonable figure compatible with basic maintenance requirements on 
the average throughout the country as a whole, and I might also say to conserve - 
finances. A $45 figure, I would say would be more nearly what it should have 
been, frankly, to meet the universal basic maintenance requirement. Then we 
suggested that the scale of benefits might vary in amount for those aged 65 to | 
' 69, depending upon the year in which the individual retired and we calculated 
these amounts in terms more or less of the value actuarially of $40 at age 70, so 
that the person who retired at age 65, if he chose to do so, would get only $23. 50; 
and if at age 66, he would get $26. 50; and so on—the argument being that there 
would thus be an incentive for him to keep on working somewhat longer in order 
to get larger pension benefits, ranging up to $40 at age 70. 
Thus the plan 1s designed to encourage late retirement; to keep people at 
work as long as possible; and to keep them contributing to the soe Sion and 
thus lessening the charges upon the funds. 


By the Chairman: 


Q. I think the members of the committee would like you to enlarge upon ~ 
what you called the retirement test, for the self-employed, for instance?—-A. Yes. 
The retirement test proposed here would mean retirement from the ordinary  § _ 
- gainful occupation of the individual. You are mentioning the self-employed and 
IT would point out that they present one of the more difficult aspects of the thing. 
However, we do believe tests could be set up there to determine whether or 
not a person had actually given up his shop or his shoe repair business. 

Q. What about his farm?—A. His farm was a different story. There would — 
be more difficulty ‘there, but we think also that there would be reasonable evidence. ~ 
If he had the farm and the land, and was in physical good health and was _ 
carrying on, and if ownership was vested in him, then I think we would say he 
had not retired and therefore would not be eligible for the allowance. sz 

I have discussed the primary benefit for the male and I perhaps could deal _ 
with the wife’s benefit now. The wife’s benefit would be ‘one half of the husband’s — 
benefit, on the ground that as the table in the memorandum on principles showed 
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the cost. of living figures indicate that it costs two persons living together, 
‘sharing accommodations, cooking together, and so forth, about one half as 
_ much again as for one person by himself. 

A child’s benefit would be 25 per cent of the primary benefit, on the 
_ ground that it costs about one-third of the cost of a male adult if a child is 
_ added to the family unit. However, we had to take family allowances into 
account so that the amount suggested for the child’s benefit need only be 
_ 25 per cent. We deliberately brought in family units because a certain 
ig number of these people would have dependents—wives anyway, and a few of 
a them would have dependent children—perhaps they might have grandchildren. © 
9 Contributions would come from individuals, from provincial governments, 
_ and from the dominion. The individual contributions would be the main 
source of revenue. There. are certain persons and groups who would not 
_ contribute—war pensioners, recipients of war veterans allowance, and inmates 
_ of mental hospitals who are without income. 

| Others persons would be required to make contributions in order to receive 
|- these benefits at the rate of 5 per cent on that portion of income above a certain 
| exemption limit such as $600 for a single person, $900 for a married person, 
’ and $150 for each dependent child—this being calculated on the basis of the 
Toronto minimum living costs figure which we have mentioned. In other 
- words, if you had an income above the Toronto welfare budget you would have 
- to contribute a portion of your income—by means of the 5 per cent contribution 
_ with a minimum of $15 a year and a maximum of $100. Collections, we suggest, 
- would be handled by the income tax branch through the regular machinery with 
_ arrangements for deduction at the source in the case of the wage earners, with 
provision for annual settlements of balances due. 

+ We thought the machinery was there and could be employed. Quite 
| obviously, since exemptions have been raised in the last couple of years, it would 
| be necessary to go way down below the present income tax paying group. We 
| have evidence from the success in wartime, in getting well below the present 
| levels, and from the Australian system, that this can be done although actually 
| we did not check carefully on administrative problems with the income tax 
= branch. . | 
Then we have this suggestion, which I think quite frankly is somewhat debat- 
able, in retrospect, that the provincial governments might be asked to make a $15 
| contribution is respect of family heads or persons in low income groups, those 
earning below the cost of living—and the dominion would meet the rest of the 
| requirements out of the consolidated revenue fund. 

| ——- Administration would be through the Department of National Health and 
| Welfare building up a system of regional offices as for family allowances. 

i, a Related measures are next. If the new scheme were to become fully 
| effective at once, it would make unnecessary the present system of old age 
pensions. There would be public assistance from the provinces necessary, and 
concurrently supplementary allowances, to provide for those who would not be 
| eligible under the rules and for those with insufficient benefits. Some would 
fall between the seats, as it were, of the various regulations, simple as they are. 
We also suggested that the government annuities scheme administered 
_ by the Department of Labour might be modified, to encourage the lower income 
groups, to purchase the annuities. We frankly thought that. the proposed 
retirement benefits would provide only for the barest kind of needs. There 
would have to be resources above that level for people who wanted to live 
decently. 
- That is the plan and the rest of the material in the memorandum is 
argument and I have tried to give a little bit of that as I went along. Perhaps 
I should skip that now in the interests of time, and to clear the way for 
questioning. : | 
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I should add one point. In this memorandum there is also, in the latter — 
portion, a suggestion that there should be an accompanying plan, a system — 
of survivors benefits which would in effect provide a life insurance policy for — 
every household head, covered by the scheme. Thus, on the death of the wage © 
earner, a wife would be entitled to the primary benefit of $40 plus 25 per cent — 
of that for each child living with her. We suggested exactly the same method — 
of contribution, and the same method of administration as in the case of the — 
retirement plan. This would mean tying those systems together, just as in the — 
case of O.AS.I. (Old Age and Survivors’ Insurance) in the United States. — 
If we had the accompanying survivors’ plan there would be virtually no need — 
for the provincial governments’ schemes of mothers’ allowances. 

I might call your attention to the fact that on page 22 there is a oma 
table. That table will show what the amount of the contribution would be — 
It would vary, you see, in the case of individuals depending on their circum- i 
stances. In the case of a single person with a gross income of $1,000 he would — 
pay $20 a year only, or 2 per cent of his gross income; a single person with a 
gross income of $2,000 would pay 3-50 per cent—$70. 

By and large the contribution for the mass of the wage earning population § 
of Canada under this scheme would run to 24 per cent or 3 per cent of their : 
gross incomes and 5 per cent on the assessable income—which would be a 
smaller percentage charge upon the gross. 

Then, for the total cost, there is an outline on page 28 of the memoranda. 
There are two tables there. We made our calculations on the basis of the f | 
figures as of 1948 and the total cost is $320 million with the individual — 
contributions making up $137 million; the provincial contributions $25 million; — 
and the dominion contributions $158 million. The dominion contribution — 
would, be offset, of course, by the existing expenditures on old age pensions — 
which could be avoided, and they run now to over $100 million, I think. / 

The CHatrMAN: I think the figure given in Mr. Martin’s speech in the © 
House on March 10 was that in 1951 the cost of a $40 pension to all peony 
70 and over would be $323 million. 

Mr. SHaw: That was without a means test of any kind? 
The CHAIRMAN: Without a means test. 
Mr. Brown: Well he says here $320 million. 


By the Charman: 

Q. But at age 65?—A. This plan would be less costly for the age from q 
70 on than for the flat $40, because we made arbitrary estimates as to certain — 
numbers of persons who will be retiring at 65, 66, and 67, and they would be 
only getting $27 or $30, to the end of life; therefore the burden for the group | 
age 70 and over would be less. 3 

Q. Except at the start?—A. Yes. 

Mr. Know.es: But you also envisage family units? | 

The Witngss: Yes, the wife would get 50 per cent of the husband’s primary j 
benefit. That is one point I would make rather strongly. I think there is no~ 
need to make the primary benefit for the wife the same as for the husband— 
in view of the lower cost of people living in units. ve 

The CHAmMAN: That would mean a redesigning of the present benefit 
for a couple 70 and over—from what they receive now? 

The Witness: That is true. 


_ Mr. Know es: The doctor is not a member of parliament. ithe 
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'_ * By Mr. Ferrie: , 
-  Q. Who do you think should take care of the medical needs of old 
~ people?—A. In this plan we outline a plan of medical care for the whole 
m country. ., | 
>  Q. No, I mean for old age pensioners. You Say you would give a wife 
_ only one-half?—A. Yes. 
»  Q. Has it ever occurred to you that the cost of medical care for those 
| two people is considerable?—A. Quite so, sir. This frankly has made no 
allowance for medical care because along with this went a plan for medica] 
| care for the whole population. 
_ Q. Two old people use pretty nearly as much in the way of drugs as they 
_use food? Why would you not take that into consideration? Two old people 
_ cannot live as cheaply as one?—A. We have evidence of that in terms of the 
_ Toronto Welfare Council Budget and other budgets. We have a fair amount of 


_ evidence on that score. 


| ___ As for medical care we do not allow for it in the budget at all. We presume 
| that medical care would be provided under a quite separate medical scheme. 
_ This was written as part of a total program of social security. 
_ _ Q. Unless you take into consideration medical care of the older people, after 
| they get over 60 and 65, then somebody else has got to take care of them? 
~—A. Quite. 
| « Q. If it comes down to the local unit, the municipality often times is not 
_ able to produce the money, and then the cost must go back on real property. 
| If it has to be put back on real property then a service is not rendered to 
these old people; that is. all there is to it. —A. I quite concede what you say, 
sir, but I can only repeat that we had provided for an acompanying system of 
‘medical care also financed by contributions which would meet the needs of older 
_ people under the plan. If we did not have an accompanying system I would 
| agree that special provision might be made and should be made in the old age 
| security program for medical care. 
| _ Q. Do you think it should be added into this thing?—A. No, I would like 
a plan for medical care for the population generally and to have old age pensions 
as an item besides—as an item which stands alongside the other program in 


‘ Q. Do you not think if you put this thing in the pension it would prove 
| as a certain amount of experiment?—A. I think that is true. May I say that 
_ in some provinces, British Columbia, Ontario, and Saskatchewan, I think, there 
are schemes of medical care for persons who are public assistance recipients. 


| QQ. That is what I am saying, and the burden is too strong or too 
1. heavy. 

|. The Cuareman: Senator Fallis is next. 

_ Mr. Brown: We have a joint question. 

Hon. Mrs. Fauuts: It dos not matter which one asks it. 


Mr. Brown: The lady takes priority. 


By Hon. Mrs. Fallis: 

| Q. I was not clear on grading the pension plan. If one draws a pension 
at age 65 of $23.50 do I understand that when they reach age 70 they are not . 
entitled to $40?—A. No, Senator. 

'\ _ Q. They never receive more than $23?—A. That is right; just as under a 
private scheme if you began to draw the annuity at 60 you would obviously 
receive less. 

_.. By Mr. Brown: 

_ Q. But it is adjusted to the cost-of-living index?—A. For age 70, yes. 
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Q. How about age 652A. No. The $26.50 would not be sufficient to cover — 
minimum maintenance. ar a Ae 
By Mr. Noseworthy: a 

 Q. I presume really that you are suggesting that the husband of the family — 
get $40 and the wife $20, but have you given consideration to those who are — 
- Jegally separated and where the husband and wife would each get $40? — 
_-A. We did not go into this in too much detail, Mr. Noseworthy. . 
The CHAIRMAN: There is a danger that a lot of them would part? 

| The Wirness: Yes, but I would say that was something which could be q 
covered by regulations and administration. : : 
Mr. Know es: You don’t believe in that sort of thing? 4 
The CHarrMan: I do not say that I believe in it; I say that I suspect it © 
would happen. | ; 
Mr. Ferrie: You would not be far wrong there. q 
The Wrrness: I am confident that it could be protected by suitable regula- j 
tions and administration. | q 
Mr. Nosewortuy: Do you not think there would be any difficulty m that? 


The Wirness: Not if you set up the administration properly. oe 
The CuarrmMan: If you required a judgment or separation order of the - 
courts? tn | oa 
The Witness: Yes, you might have that kind of test. 4 
May I say, sir, that practically this is only the sketch of a plan. As you~ 
work into any of this you will find that you have got to go into detail and take 
various special individual cases so the legislation emerging will be probably — 
fairly complex, even for what I would call a simple plan—and this if far more ~ 
simple than the American Old Age and Survivors’ Insurance Plan. aan 
The CHatrman: Do you avoid the keeping of individual records for a long 
period of years? | J 
The Wirnuss: No, sir. Individual records would be necessary but those 
individual records would be simple to keep. The evidence you would want would | 
be only that John Brown— ia 
Mr. Brown: What. Brown? a 
The Wrrngss: Or John Smith or, shall we say Mr. X, would have con-~ 
tributed this sum of $15. io _ 
Mr. Knowues: Not Mr. “C”. . 
The Wrrness: In the course of years you-would need only a simple recor 
sent over from the Income Tax Department to the Department of National 
Health and Welfare or whoever was keeping it. That is very different from 
the American system where there had to be a detailed record kept of payments — 
ste wages every quarter. I do not think this is an unduly difficult administrative 
job. — 
Mr. Knowtes: What would be the minimum number of years? e), 
The Wrrness: We suggest here if this thing came into effect immediately, 
that is to say, if it were passed on by parliament this year—that a year hence, 
after certain persons had been in for one year, they would be eligible. In the 
second year, a second contribution would be made, and so on for a period of” 
fifteen years or twenty years, or whatever standard requirement might be set. 


a 
Ls h, 


By the Chairman: i 

Q. I do not want to look ahead too far but suppose a young farmer had 
started at 25 years of age in your plan, making his contributions of $15 a yea ; 
what will be his incentive after he has paid for twenty years’ to continue td 
- a 


\ 
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_. pay from age 45 to -65?—A. He would have no specific incentive in that case 
_ but this was again part of a total plan and I think it will illustrate my point 
about the virtue of a total plan. Tied in with this was to be a survivors benefit 
plan. The farmer at 45 who has paid in for twenty years would have a wife 
and five or six children. If he continued paying his incentive would be that 
his heir, his wife, would get the benefit with respect to life insurance. 
: Q. The incentive would come from other plans? 


: : By Mr. Fleming: 
a Q. I have developed an abnormal interest in this committee in the subjeet: 


= of social security, and on page 2 of the short brief you stress the necessity 
ie of co-ordinating, by which I take you to 
approach to the whole field of social security. 


___ are, and the other features you have stated in relation to the whole problem: 
| ___ of social security? : 3 
_ Are we risking an abnormal or an out of balance approach here?—A. I 
_ think we are, quite frankly. I think if we were to take out of federal money 
~ $200 million or $300 million net cash for old age pensions that would not 
- __hecessarily represent the best expenditure of the money. I think there are 
____ other priorities, speaking generally of social security. That was your question? 
= — Q. Yes—A. I think there are a number of things which could well go 
_._ ahead of more old age security. I have actually in my report of 1947 a series 
| ‘of priorities and frankly I put health and welfare grants at the top of the list. 
_ +The policy under health grants has been implemented already, although not 
| _—s in regard to certain welfare grants. Secondly I put the development of a publie 
| __ assistance program. I would say federal assistance towards public assistance 
throughout the provinces should be placed ahead of a big scheme of cash benefits 
for the aged. I think we would get more for our money in that way. I also 
put some other things ahead of retirement benefits, like extension of unemploy- 
ment insurance, and also medical care. 
- That was my thinking in 1947 and it is difficult of course to be clear on 
_ the thing now, but I should be gravely fearful of our going ahead on a $300 
million or $400 million or $500 million basis for old age security without action 
| __ in other items. Seriously, Mr. Chairman, generally I think in Canada our policy 


3 _ or another which seem to catch the public interest. 7 
Mr. Fiemina: The piece-meal approach. 


_ The Cuarrman: We have a constitution which we have to take into account. 
You were talking about public assistance as representing the first need? 


ag _ The Wirness: Could I give one illustration of an urgent need besides public 
assistance. I would say, regarding rehabilitation of the handicapped, that if 
we could put $7 million or $8 million a year across the country into measures to 
rehabilitate the handicapped—which would provide for partial maintenance, 
_ medical care, vocational and other retraining, appliances, artificial legs and that 
_ kind of thing—then there is no question but what we could bring a good many 
_ of these people back into productive employment and enable them to be self- 
supporting. That is what I call an example of prevention and rehabilitation. 

.- We would get more value for our money by doing such a thing. You have 


should rank very high on the list of priorities. 
«By Mr. Fleming: | ae Pisa 
.  Q. I was interested in you saying that you rank provision for medical care 


~ ahead of old age assistance. You have made a study of the cost of medical care, 
we 


of priority. You have indicated you favour state medica] care and other features: 


mean a comprehensive or balanced. 


- How do you rate those in terms of priority—provision for aged, medical: 


has been too much a matter of spending large sums in cash benefits of one kind 


‘ asked me for priorities and I would say that rehabilitation of the handicapped | 


tte et ts 


1098 -— JOINT COMMITTEE 


but are you free to tell us what it would cost for an adequate system of medical 
care in Canada?—A. We made some study of it, Mr. Fleming, but very frankly 
our study two years ago was not very complete. We were not able to probe 
much beyond the findings of the Heaggerty Committee of 1942 and 1943. Some 
of these costs, of course, will have increased rapidly since 1947. We did not do 
any original research on the question, but I think we allowed something around 
$300 million for a program of medical care ACTOSS: the country. I presume that 
would be a low figure at the present time. 

Q. What priority would you rate that? More important than increasing 
the old age assistance program?—A. It is difficult, when you want to do both. 
I think, on the whole, I should do so, sir—particularly if the preventive aspect 
were strongly stressed, ae i think the more our social services are geared 
towards preventing disability and inability to work, and towards rehabilitating 
people for work, then the better off we are. I would rather see money go into 
a medical program with very high stress on prevention and rehabilitation than 
I would see it go into benefits just for the maintenance of old people. Mark you, 
I believe in the need for old age benefits, but I say that if we only have $200 
million or $300 million more of federal money to spent I would rather see that 
money spread over two or three programs than concentrated into one, in order 
to maintain the balance, leaving until later the building up of the adequacy of 
the separate services. 

Q. May I ask a question on the matter of costs. First of all you have 
indicated the exemptions which you have in the 1947 report on page 7. You 
would change those today, by increasing them 20 per cent?—A. Yes, sir. I think 
that, following the same principle they would have to be changed and, moreover, 
following the principle we suggest, the $40 figure in 1947, to be consistent, would 
have to be something like $48 at the present time. 3 

Q. Would you leave it at the mercy of the cost-of-living index—in case it 
went down? From a political point of view you realize the difficulty that there 
would be if the cost of living went down?—A. Not having had good political 
advice when we drew this up, we put in the idea of the variation in accordance 
with changes in the cost-of-living index. 

Q. We take it that you are recommending, according to your figures on 
v age 7 that the exemption for a single person would be $720; for a married person — 

about $1,080?—A. That is right. 

Q@. And the exemption per child under 16 would go up to about $180?—A. 
That is right, Mr. Fleming. 

Q. Then on the subject of the government contribution you have indicated ~ 
in 1947 that you wanted the provinces to pay a contribution for those individuals 
who are not able to pay their own. Have you developed any thoughts on that 


since 1947?—A. Quite frankly, sir, when I wrote this I had some considerable — ‘a 


uncertainties. It was a flier; it was designed as a memorandum for discussion 
and I was sure that critical discussion would lead to many holes being picked 
in the scheme. The idea originated in British Columbia in 1935 or 1936 when 
two or three of us worked out a health insurance program in which the province 
was to make contributions in respect of those persons in the indigent category. 


I think it is possible still, but I do not think it is essential. In the memorandum — 


somewhere it is stated that it could be included or not included. In the case of 
the nonpaying group arrangements might be made for them to make each year 
a declaration of being below the exempt limit of assessment. Having made that 


declaration they might get credit on the books for the equivalent of a contribution | 4 
for that particular year. Or, alternatively, that group could be left out of the 


scheme altogether and taken care of by means of public assistance. 


Q. Have you any suggestions to make as to how a government body, let us # 
say the federal government, could raise its portion of the money by contributions? + 
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: a ois ia a sir, was that, that would come out of the consolidated 
~ QQ. You have no ideas as to how the money could be raised?—A. No 
a Q. Then as to the employer principle, we had, in the representations made 
_ before us yesterday, the point of view in regard to contributions in which the 
_ employer shared more than the contributor; and I think it was also pointed out 
_ that in certain cases the amount of contribution from the employer might vary 
_ depending on the amount of labour involved in the case as compared to the 
_ amount of capital employed; that it would cost one employer more than it would 
_ another; and it was suggested that it might have the effect of raising the cost of 
_ living. I think it was Mr. Davidson who made some observations on that point. 
| Have you any comments to make on that?—A. I had a chance for about ten 
a minutes this morning to run over that brief, I think it was the one put in by Mr. 
| Lamontagne, and my reaction was that the Canadian exporters would not be ata 
Bicaitvantage. I think the answer to that is very simple. Most of the other 

countries with whom we are competing have moved forward—beyond us in social 
| security—take, for example, France where the charge against employers is about 
| 30 per cent of the wage bill. That is much more than we pay. The charge on 
_ employers is even more in the United States than in Canada. But you will note 
in my suggestion here that I do not urge an employer contribution for this 
_ particular purpose of old age security. In another portion of the memorandum 
| a do urge an employer contribution in respect of unemployment insurance and 
ash sick benefits, which I suggested might be passed on to consumers, but I do 
think nevertheless that plans such as these should include some provision for 
| employer contribution. In general, my reasons for hesitating to propose employer 
| contributions for the old age security were somewhat similar to those advanced 
| by Professor Lamontagne when he argued that the employers would pass on to 
| the consumers in one form or another the various taxes with which they were 
charged. I think the economic considerations arising there may be valid. But 
nevertheless there is a spot there where we might get a certain amount of money, 
| and therefore, there are considerations of expediency to support the idea of an 
| employer contribution. 
| Q. But you still contemplate the provision of supplementary assistance 
| through a means test administered by the province?—A. Very definitely, I think 
| that is indisputable. There are obviously persons in the lower age groups about 
| which we have been talking who will be in need of assistance, and in order to 
| provide benefit to them I do not see how we can get away from some kind of a 
| means test. I should like to see it used as little as possible, and the need for it 
/ will depend upon the adequacy of the benefit as a matter of right. 
| Q. And you would recommend that that be established on a dominion- 
| provincial basis?—A. That is right, sir. 

 Q. Now, there is one other question which occurs to me. Throughout your 
| discussions you have laid great stress on the contributory factor. Is it fair to 
| deduce from your statements that you attach a very great importance on the 
| individual contributory factor in a scheme of this kind?—A. Yes, I do, very 
| great importance indeed. 
ia Q. You may have read the evidence, but as I recall it there was one witness 
_ with some experience who suggested that he thought it better to have contributions 
| rather than taking everything out of the consolidated revenue fund; I think he 
| said it was more humanized where the individual made a contribution. I don’t 
| want to name any names, I think you know who I have in mind. I take it that 
_ you have a different point of view on that?—A. Yes. That was in the brief of 
_ the Canadian Welfare Council, and I think the point there is that we were not 
able to give sufficient consideration to that aspect of the subject. I saw that 
| brief before it came before your committee, I was present at the meeting where 
it was given consideration, and it was agreed that the Council should not take 


@ position on that matter. 
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Q. And my final question: is the present system in Canada satisfactory ?— 

_A. I think, sir, not very satisfactory. I think it could be better. ae 
By Mr. Knowles: : 
@. Mr. Chairman, in view of Dr. Cassidy’s well stated position regarding | 
our whole social security set-up might I ask him—I have to be very careful 
in this—if we do go any further our first step will have to be with regard to the 
contributory aspect. Perhaps I had better put it this way: is it fair to say 
that in your scheme you talk about this possible 5 per cent contribution and_ 
did you have that in mind as a contribution for the over-all scheme or just. 
for old age?—A. Oh, no, Mr. Knowles, we had in mind that 5 per cent on- 
assessable income as a contribution particularly for old age benefits, and we 
left the way open for another 5 per cent on assessable income for the medical 
care section of the general scheme, and a further 1 per cent for the survivors 
scheme; in other words, to cover old age benefits and health service plus this 
survivor scheme, there would be an 11 per cent levy on assessable income. 
That would not be on gross income because we had an upper limit. It would: 
amount to between 5 and 6 per cent on the gross income below a limit of 
something like $3500, or whatever cut off point was practicable. 
Q. It is quite a problem, you know, to try to collect $300 million to $400 
million, and when we consider recommending a tax of that kind we have to 
think of it in terms of what is going to happen later on. Is it not possible 
if we propose too high a tax for only one social security benefit that we 
discourage people from supporting this idea of more taxes for other things 
that ‘have been left out?—A. Yes sir, I think there is a very real danger. S 
_Q. The problem before this committee is to make a recommendation in 
keeping with its terms of reference, and our terms of reference relate specifically — 
to old age security, so that our problem is a very real one. In my judgment 
we have to be very careful as to the extent of the tax that we recommend, 
particularly for the lower income brackets, if we want to leave room for any 
other social security ‘benefits—A. I quite agree with you, Mr. Knowles. May 
I perhaps bring out one point that might be of some interest to the committee. | 
I don’t think that I have been able to interest any of the civil servants in it, 
but perhaps it will be of interest to the committee. It seems to me that if we 
had a contributory plan of old age benefit, similar to a superannuation benefit 
for the Civil Service, having people declare their income for the purpose off 
determining the amount of the contribution so as to be eligible for benefits — 
it would have a real value, but having it collected by the income tax people 
would I think present the difficulties usual to the collection of taxes of that kind. 
As you will appreciate, it is difficult to collect from certain. people even under — 
a general scheme of public finance such as this contributory scheme would be. | 
. Q. You are not concerned about any record ‘being kept as the total amoun 

of contrrbutions?—A. Yes. | i “9 
Q. Because the benefit to be paid will not be related to the amount of the 
contribution?—A. Quite true. <a 
Q. So we are not concerned about a record of those contributions, As we 
were dealing with that part of your plan I was thinking of a situation which 
they have in New Zealand, where Dr. Davidson pointed out to us in dealing 
with the social security contributions that are required that when a person 
reaches retirement age if he has been in New Zealand for the required period 
of time it was assumed that he had paid his contributions, and that principle 
is very well established in the minds of New Zealanders.’ Would you care to 
comment further on the advantages or disadvantages as between these two 
schemes?—A. Certainly, sir. I would think the New Zealand scheme, which ‘Is 
somewhat like the Australian scheme, is good as far as it goes, but I do not 
think they hhave that element of positive incentive which is the main principle 
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Of this scheme which I have outlined here. I think it is natural that if you 
have eligibility for benefit dependent upon contributions it will provide an 
element of incentive, in other words, you have a positive inducement. I think 
an element for consideration there is that by and large, we tend to avoid the 
payment of taxes. Many good citizens, even like myself, when they come to 
make out their income tax returns and there are little items of $50 or $75 or 
- something like that—say a fee from a lecture down in the States of which there 
is no record here—we are inclined to, shall I say, argue with our wives as to 
whether it should go in. 
| Mr. Fiemine: Is that what you call your conscience? 
| __-‘The Wirness: I think you know what I mean, there is that element of 
___ potential evasion. But here you have a scheme where because of making cer- 
tain contributions over a period of time the individual is assured of receiving 
certain benefits, and I think that would have a very considerable effect in its 
operation, and I think it is of very great importance. 


‘SS 


they had contributed. 
The Wrirness: They would not be eligible for benefits unless they had 
contributed. 


By Mr. Knowles: 

oe Q. Well now, I was wondering about that when you were speaking earlier 
of the position of those who had not contributed, more particularly of those 

_ who did not make enough to contribute; would their benefits, in your thinking, 


- ealls for contributions having been made. You will note that in this plan there 
are provisions for payments in respect to the very lowest groups by the provin- 

cial government so that they would have contributions made in that way and 
establish their rights to benefit under the scheme. 

eo Q. How would you take care of people who arrived at, let us say, the age 

of 65 or 70 but had no record of the payments which they had made? 

: e is The Cuatrman: They would come under the means test system. 

_. The Wrrness: I think I should be quite content to see a scheme work 

like that. You see, a great majority would have had a chance to make their 

contributions. You might change the number of required contributions to 

_ 15 years. Whatever you do you would have to make it general. 

a - Mr: Knowres: You would reduce that from 20 payments to 15 payments? 


The Wirness: That is right. You might do so. 


By Mr. Knowles: 

Q. Well then, would you care to elaborate further upon your suggestion 
of a change with regard to governments annuities? —A. I think that should be 
a matter for further investigation to work out a scheme more generally available 
to working people, one that would encourage them to supplement their prospec- 
tive retirement pension with some form of annuity income. , . 

Q. That is what I mean. You would make it easier for people to purchase 
annuities to supplement their old age pension?—A. Yes. 


By Hon. Mr. Farquhar: ! 
--Q. During the course of your remarks you referred to the cost of living 
being higher in the larger cities than it is in some of the smaller centres. Would 

that affect the contributions to your contributory plan?—A. No sir, the plan 
we suggest here would be contributions up to a certain point as a, percentage 
‘ _ of earnings, whatever the earnings might be. | ) 


- 


The CHARMAN: They would not be eligible unless they could show that 


not be as much of right as in the case of others?—A. No, this scheme definitely _ 
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income. | | 

Q. In arriving at that conclusion did you take into consideration the fact 
that wages and earnings are usually smaller in the smaller centres as compared 
to the larger centres, one of the reasons being possibly that the larger centres 
are better organized, and for that reason services are higher, much higher than 
they are in the smaller centres; and also the fact that competition is much 
greater in the larger centre than it is in some of the smaller centres; and the 
cost of living is bound to be greater in the larger centres than it is in the 
smaller ones, in the rural centres, with the result that contributions would be 
lower. I was wondering if you had taken that into consideration in preparing 


vour scheme?—A. Yes. 


Q. Do you not think that possibly the cost of living is higher in the larger 
centres?—-A. Well, sir, as the memorandum says, we have not been able to do 
anything like cover the ground with respect to ascertaining the full facts relat- 
ing to the cost of living. We thought it would be lower as indicated by the 
evidence from the limited observations we made in Toronto, in the smaller 
places. We recognized that we did not have enough evidence there on which 
to base a decision, but that was the best material on which we had to work, and 
that did suggest to us very strongly the importance of more research of that 
kind in connection with the social security plan. 


By Mr. Brown: 
@. On page 6 of your brief under the heading “eligibility” you state: 
“primary benefits would be granted to all persons who:—(e) are not Indians 
on reserves or Eskimos.’—A. Yes. 


Q. Having in mind that we have had witnesses who have had contrary ~ 


views to that and that there has been a joint committee of the Senate and the 
House of Commons which has recommended that Indians on reserves be given 
the old age pension, and having in mind too that I personally do not share your 
opinion, would you like to make some comment?—A. I think very little, sir. 


Q. A percentage on earnings?—A. On the actual earnings, the assessable 


I think that I would not press that point very strongly. It was our judgment. aa 


at that time that the Indians on reserves or the Eskimos were really not living 


in a cash economy the same as other people were and that other measures might 
appropriately be taken for their welfare. 


Q. You mean there should be a sort of segregation?—A. Oh, not segregation, © 


not at all. 

Q. Discrimination then?—A. Well, no, measures appropriate for that group 
might be taken separately. 

Q. Would that not be discrimination?—A. Is it discrimination, sir; or is 
it merely appropriate treatment for a special group? . 

Q. I do not think I care to labour the point. I don’t agree with you, I 
will say that quite frankly —A. Quite. 


Q. Having studied the matter, but I think that is another matter— 


—A. Well, Mr. Brown, I have not gone into the matter and I am subject. to 
correction at that particular point. It seemed to us in our thinking that it 
might be better to have them exempt from the scheme. 


By Mv. Ferrie: 


_ Q. Have you made any study as to what the percentage cost of the admin- — 
istration of this scheme would be?—A. No sir, we didn’t try to attempt to work 


that out on the basis of detailed estimates, but I will give you a guess, what I 
think I might say is an informed guess; that the cost of administration of a 
plan like that would be relatively moderate, I might say certainly within the 


10 per cent range, and almost certainly within the 5 per cent range, and: possibly 4 


somewhat less than that. 
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_ -Q. Also, have you made any study as to what the difficulty would be in 
_ connection with collections?—A. No sir, because we suggest collections be made 
_ to the income tax machinery of the government, through the income tax 
machinery already set up. 

___ Q. What about the people who do not pay income tax—the farmer and the 
little fellow?—A. We would cover that by making provision for a declaration 
: on their part to the income tax authority of their earnings for the year, using 
- a simple kind of form, but in the case of the great majority they would be wage 
earners having deductions made at source by their employer just in the same’ 
way as income tax deductions are made at the present time. 

Q. Yes, that is all right for the fellow who has a job, but how would you 
do it in the case ofa poor farmer?—A. Well, sir, it will be compulsory, he will 
be required to make a statement. 

The CuHairmMan: In other words you mean that everyone will have to file 
a return. 


The Wirness: Yes, everyone with an income above the acceptable limit. 
The CHairMAN: How would you make it simple for a farmer, Dr. Cassidy? 
You say it is going to be a very simple form. 
i Mr. Nosewortuy: Turn to page 5, I would like a little more elaboration 
of the scheme set out there. 


Mr. Ferrie: I would like to make one more point with regard to that. 
Would there not be more of a tendency to evade payment? Take the case of 
_ the C.N.R., the basic pension there is $25 a month and only 27 per cent of the 
employees today have made any contribution. That is the situation there. 
Why would it be any different with respect to a scheme of the kind you have 
put before us if the great majority of the people in a big organization like the 
C.N.R. don’t do it now. 
= The Witness: I would think if the amount of the benefit is sufficiently 
attractive a great majority of the people would have an incentive, would they 
not, to make their contributions, particularly if they knew that unless they 
did so they would not be eligible for benefit when they reached age 65 or age 70. 

Mr. Ferrie: But there you have one of the best organizations and there 
are only 27 per cent of those people who are doing it. . 
| The Witness: I do not know your figures, of course; I think the fact that 
BP 37 per cent do pay is somewhat of an indication of interest in that scheme. 


By Mr. Noseworthy: 

Q. What did you have in mind in connection with this graded scale on 
page 5. I take it you agree that in the case of a man who at age 60 1s compelled 
by circumstances to accept benefits that he has no income and his total benefit 
will be $23.50; is that right?—A. Yes. ; ey 

Q. What provision is there for further help to him?—A. The only provision 
under this scheme, Mr. Noseworthy, would be supplementation by public assis- 
tance. Looking at that afresh I would think that perhaps some modification 
- might be made within this so called graded scheme, that you might still have 
eligibility for the $40 or the $48 for the age 70 rate, and that might also be 

available for those persons in the 65 to 69 group who were in the physically 
handicapped category. That brings in the Canadian Welfare Council idea. 
Now, the idea frankly would be this, that special provision might be made for 
those in this age 65 to 70 group who were physically handicapped or obviously 
unemployable, for reasons that are clearly apparent such as to exclude them 
from the labour market. I would think there would be a very very strong 
x argument for making provision for that group if you possibly can. 
s Q. Would you favour a means test of from 65 to 70 in order to take care o 
- that?—A. Oh, no, not for that group. I would like to see it payable as a matter 


1104 | ‘JOINT COMMITTEE = 
of right to that group who clearly are outside the labour market. In the case of By 
others with capacity for employment who are not in a position to look after 
themselves, I would be pleased to. see a public assistance means test used. - 


By the Chairman: 


@. May I refer for one moment to your comment in answer to Mr. Paeicintes s 
question, that we should not put all our eggs in the same basket. That goes to 
the usefulness of this committee. You proposed a plan for old age pensions in 
your brief that would cost approximately, according to your estimates of 1947; 
$327 million, but now you would increase the benefits by 20 per cent, which 3 
would increase the over-all cost to approximately $400 million a year. ‘Would | 
you say if your plan was put into application now that we would be putting all 
our eggs in the same basket?—A. No, sir, not if there was a disposition on the 
part of the government to go forward with the other parts of the total plan. 

@. The cost of this in your mind—the cost of $400 million—would not 
prevent the government, from going on with the other schemes?—A. No, sir, 
I think not. 

Q. And it would cost for old age pensions more than $400 million because 
a lot of people would not be covered and they would have to be provided for 
under the means test system?—A. Yes, a limited number, quite a limited number, 
ft would think. I have a profound conviction the job can be done in total, when 
other countries with lower per capita incomes than we have are putting a greater 
relative amount into security, but I have a feeling it is the people, the little man, 
who must pay for it by and large. I think a good social security does not 
represent necessarily transferring income from the rich to the poor. I think 
I should use Beveridge’s phrase; it is a matter of transferring income over _ 
periods of earning and not earning. I think the job can be done without putting 4 
much more than the present burden on the Consolidated Revenue Fund. 

Q. I was tempted to ask you a question because in answer to Mr. Fleming 
you said if we put $300 to $400 million on old age pensions, then we would not be _ 
able to do anything else for other social insurance schemes. I believe you said — 
that; and now -you propose a scheme that would cost $400 million—I think 
it isa political question, is it not? 


Mr. Knowuss: I think Dr. Cassidy said if he had only $300 or $400 million © 
he would not want to put it all into one scheme. | 


Mr. Fitemina: He said if he had only $300 million to put into social security 
he would not put it all into old age pensions. 

The CuarrMAN: It is clear in my mind now, it was not before. 

The members of the committee join with me, Dr. Cassidy, in thanking you, 
and you may be sure your experience will be of great assistance to us. We 
thank you very much again. . 


i 


—The committee adjourned. 
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The Joint. Cechintttce of the Senate and House of Commons on Old ye 


ecu curity met at 4.30 p.m. Honourable Senator J. H. King and Mr. Jean ne Pegsees 
M.P., Joint Chairmen, were espa Mr. paar presided.. 


aa 
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| Others present: 
‘The Senate: Honourable Senator Farquhar. 


lhe: mise of Commons: Messrs. Ashbourne, Blair, Brooks, Croll, Remon” 


Fleming, Knowles, Noseworthy, Shaw, Smith (Queens- Shelburne), Welbourn. 
; Hon. Paul Martin, Minister of National Health and Welfare, was alse 


oP 


| Tn etic: Dr. Charlotte Whitton, O.B.E.; Dr. G. F. Davidson, Deputy 
ister of Welfare, and Mr. J. W. Willard, Director of Research, Department of 


onal Health Pay Otate: 


} dr, Whitton was called. She presented a brief which was taken as read and 
er ae d to be printed in the Minutes of Evidence. 


i - Witness was examined on the said brief. 
_ At 6. 10 pa witness retired and the Committee adjourned until Tuesteee a 


R. ARSENAULT, 
Clerk of the Committee. 
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- MINUTES OF EVIDENCE 


ay House or Commons, 
Monpay, May 29, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
_ Old Age Security met this day at 4.30 p.m. Hon. Senator J. H. King and Mr. J. 
oes (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CuHaiRMAN: Gentlemen, I see a quorum. 


This afternoon we have with us Dr. Charlotte Whitton, very well known 
columnist and expert on social welfare. 
| Dr. Whitton, I believe, was one of the founders of the Canadian Welfare 
Council and she is one who has taken an active part in that organization since 
_ its beginning. Dr. Whitton, the members of the committee were very anxious 
(to have your views on these matters and you may rest assured that what is 
q in your brief and what you are going to tell us this afternoon is going 
to ‘be of help to us in our difficult task; and when I say that, I ‘believe that 
you will agree with us that it is a difficult task. 


eee 


Dr. Charlotte Whitton, O.B.E., called: 


‘ The ‘CHarrmMan: Doctor you have the floor, and you may touch on the 

a in your brief and add anything you wish. You have all the latitude 
ot need. When you are ready I shall call on the members for questions. 

The Witness: Mr. Chairman, and members of the committee: first, may I 

— apologize for the fact that I may hawe to add certain things to the brief which 


_ 


_ privilege of coming before the committee I was down in the United States. 
_ I have been following the proceedings of the committee but I had not séen the 
evidence of the last ten days so there may be some things upon which I wish 
you would not think I was avoiding the issue in not having brought them 
into my memorandum. 

I shall deal with some of them and in the case of others I will be 

glad to deal with any questions. 

q The CuairMAN: I suggest that Dr. Whitton’s brief be incorporated in 
_ the evidence at this point. 
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Welfare Services 
(1) Income Maintenance 
(2) Social Utilities . 
Fiscal Payments, Contributory Benefits 
or Welfare Allowances? 


Il. THE WELFARE OF THE AGED AND AGEING 
Crisis in This Decade . 
Practical Problems 

(1) Geriatric Grants 

(11) Placement Services and Re-training 
(a1) Upward Revision of Admissible Income 
(iv) Provisional Allowances 

(v) Shelter for the Aged 

(vi) Health Needs of the Aged 
(vii) The Self-Supporting Aged 


Submitted by 
CHARLOTTE WHITTON 


INTRODUCTION 


In any discussion of social security, since the appearance of the Beveridge | 
Report, it would seem frank and honest to face the fact that, in the name of 
social security, and under the aegis of what has become known as “the Welfare 
State’, there have developed two major methods of providing what may be — 
designated as social aid, assistance, benefits, allowances, services,—call them 
what you will—on behalf of the citizens of the state. These may all be q 
designated as social services or welfare provisions but they clearly subdivide a 
into these two major subdivisions, which, no matter how approximated in general — 
phrasing, are quite distinct, namely, Fiscal Payments and Welfare Services. 


Fiscal Payments 


‘ One type of these provisions, described today as social aid or allowance, — 
upon examination will prove to be really an ingeniously devised, but yet obvious, 
method of the redistribution of wealth and income. Of such nature, essentially, — 
is the present system of Family Allowances in Canada. Of such nature and 
effect, also, essentially are proposals for a direct, flat-rate, over-all grant, 
automatically effective at a given age, for all qualified residents within the © 
Dominion. That is the frank and honest way in which to face any decision at 
this time to pay a flat sum, per month or per yeat, to all our population over — 
a given age, with no test as to its adequacy to meet the aged person’s need, or 
as to that person’s ability adequately to provide for himself or herself. as 

Such payments, it is submitted, would be much more frankly faced, honestly 
assessed, and directly related to cost and resources were they described clearly 
for what they are, fiscal payments to assure a minimum income, or purely 
arbitrary amount, on behalf of all children under a given age, or of all old 
persons over a given age. They could then be federally provided, from a 
stipulated specifie tax, reserved entirely to the federal prerogative, and made — 
visible, such as a direct sales tax, or a fixed percentage of the income tax, 


Contributory Benefits ¢ h 


~ 


Partly because this issue was either not clearly perceived nor frankly faced, 
a sort of middle-of-the-way device evolved in the contributory retirement and 
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hemes, properly so described in Europe, Britain and, latterly, 


ohE Eger 
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the United States. | 
a asi Whatever the merit of the contributory deduction in the specialized wage- 

_ earner categories in concentrated industrial undertakings, the whole principle is 
_ how under serious examination and grave questioning when applied to a whole 
_ population, own-workers as well as wage-workers, scattered over a whole nation, 
_ and to the underwriting of such general risks as old age and health needs, for 
all the people. Its complicated and costly mechanisms, its inroads on the 
freedom and inability of the worker, its proven inadequacy upon maturity in 
days of shifting currencies are all under re-examination in so many countries 
that Canada, not yet involved in more than unemployment aid on a contributory 
basis, would appear to be well advised in stopping, walking, looking, before 
committing, herself to any illusory scheme of contributory social aid. Such 
‘premiums are now seen to be only another form of a special prepaid tax, enlarg- 
ing the volume of uncontrollable liabilities in a nation. The income is absorbed 
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_ outlays which can some day assume paralyzing proportions. This is what is 
worrying the United States today. 
= Advocacy or agreement as to the shift-over of the present old age allowance 
_ scheme in Canada to a contributory basis would involve even more prolonged 
and extensive preparation than transfer to an out-and-out fiscal grants system, 
_ and thus would call, for some considerable time, for caring for our present aged 
' under our present system of welfare allowances. 
} 


Welfare Services 
i Welfare provisions, as they have been developed as distinct from fiscal 


a 


» grants or contributory schemes, in Europe and North America, concern them- 

_ proven extent and nature of that need, and, so, when properly devised, consist 

. of both economic help and actual service. They seek to ascertain and assure 

_ two major needs—income maintenance to the minimum, required for reasonably 

_ decent living, and actual social utilities to assure health, shelter, advice, counsel, 
- in general the well-being of the individual or family group given care. 


R Fiscal Payments, Contributory Benefits or Welfare Allowances? 
3 It is submitted that the first and major decision before this Parliamentary 
Committee is exploration and recommendation as to which is to be the determin- 
_ ing principle of the provisions for the welfare of the aged in Canada today,— 
_. (1) the assurance of out-and-out fiscal allowances, automatically available upon 
attainment of a stipulated age, and hence the abolition of all means tests and 
_ welfare services about the applications, grants and payments, or 

> (2) the introduction of some contributory prepayment plan, or ) 
ta (3) the continuance of aid to the aged as part of the welfare allowances 
and services. 


i It is along one of these paths that the end of the road leads in the major 
decision of all present debate in this Committee. It is obviously one, on the 

choice of which very few people can speak with much technical knowledge and 
'. authority today; it is one which, if taken on the basis of fiscal payments, will 
- eall for such extensive planning and re-organization as to evolve a considerable 
; _ period of time before being made effective. 


II 
* » Ture WELFARE OF THE AGED AND AGEING 
rn . . . ; ‘ \ 
d) Therefore, whether the present system of welfare allowances for the aged 


‘is scrapped for a system of test-free, flat-rate fiscal payments or retained, the 
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really into current outlays, and capitalizes a commitment to future current | 


_ selves with the exact, actual human need of the individual or family, to the 
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of a welfare nature, are offered. $ ‘ 

This problem of economic security and social wellbeing for the aged and 
ageing in our population demands serious examination of the complicating factors 
which enter into any discussion of the social welfare of the aged, anywhere, ~ 
and of certain aspects which present themselves with particular force in North — 
America. In fact, the problem has ‘been presenting such vast and complex 
ramifications, in the closely comparable setting of the United States, that in 4 
August 1949, a four day Institute on the Problems of Old Age was held at the — 
University of (Chicago, and attended by ranking experts from all the related — 
fields in which, it is now quite evident, there must be the closest integration if — 
any adequate program is to be developed with conservation ‘both of the real _ 
resources of the aged themselves and of the state which attempts to provide 
for them. 


Crisis in This Decade q 
What makes the challenge a peculiarly responsible one in both Canada q 
and the United States is that we face “the economic problem of ageing in a 
steadily ageing population”. “Old age, as a social and economic problem, has — 
been creeping slowly upon the American Nation for the last half century but 
we are still in the early stages of its development. It will take another half — 
century to bring the problem to its full peak of intensity, but its manifestations _ 
will become painfully apparent within the next ten years.”t 4 
Old age dependency did not begin to break generally across Canada with — 
bitter severity until the first recessions in the early ’twenties. Then, as in the 
United States, the worklessness and need of the aged were obscured in the a 
general unemployment and agricultural need of the tense ‘thirties, in which, q 
as a matter of fact, our actual recipients of old age allowances were, In many © 
areas, the most adequately maintained of a stricken population. Then came — 
the Second World War with its rapid absorption of all marginal workers, its — 
full time gainful occupation of all “workable” members of a household, its high — 
prices for farm produce, and military allowances taking up the slack and the 
rise in living costs for thousands of homes from which the sons and daughters — 
were in the Armed Services. 7 
The sustained post-war resiliency of the economy has, until the last twelve 
months, had a comparable effect in cushioning the real severity of the needs — 
of the aged and ageing, until comparatively recent months when recessions in 
gainful occupation and tightening living costs have interoperated to bring into — 
sharper outline a problem which has been slowly gathering cumulative force. — 
Conditions in the Republic to the South are so comparable that certain 
conclusions, accepted there, are also applicable there: # 
“Beginning in the 1950’s, the problem will begin to gather speed and — 
the following two decades will roll on to full flood in the closing decades of the 
century. Therefore, we have somewhat less than ten years in which to evaluate — 
the patterns of solution which, as a Nation, we shall adopt. The consequences of — 
the various programs of solution are so widely different that it will-be of the — 
utmost importance to choose the best one, and avoid the worst.’t | 
Nothing could be more soberly valid than that sentence for the present 
Canadian picture; and no matter what thé degree of our culpable negligence — 
has been, nor where responsibility has lain therefor in the past, precipitate action — 


a 


tEconomics of Old Age—Ewan Clague, Commissioner of Labour Statistics, U.S. Dept. of | 


Labor—‘“Public Aid in Illinoise’”’, Dec. 1949, 
tIdem. y} 
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no w, in the better light which the hearings cf this Committee have already afforded, 
could come close to criminal liability and gravely imperil both the cause of the 
| aged themselves and the general well-being of this country. 


_ Practical Problems 


| + +What every Canadian wishes is, surely, humanely to meet the immediate 
_ human needs of the aged. To do that we must first be able to assess their 

extent and nature. The first realignment which social thinking is experiencing 
| in this field is the grave error of trying to seta chronological age and saying 
_ that, automatically, at that age, every man and woman is deemed physiologically 
incapable of sustained gainful occupation when that age may be premature 
f for the physiologically fit, particularly in a farm population, and tragically 
_ deferred for the handicapped, broken or infirm. 


ie 


— Geriatric Grants 


s Quite new vistas are being opened in the usefulness and happiness of the 
_ aged by serious development of geriatric medicine and the relation of geriatric 
_. clinics to the gainful cccupation and self-support of the aged and ageing. 
-~ The Deminion’s National Health Service is practically conceived, and, on the 
whole competently executed. Through it, clinical resources and intra-mural 
» care are being rapidly extended. One of the first and most practical steps in 
_ more constructive immediate measures for the aid of the aged and ailing would 
_ be the earmarking of special grants under this existing plan for the creation 
_ of geriatric clinics in existing diagnostic centres, for their extension elsewhere, 
_ and for the creation of geriatric units within the range of services of existing 
_ hospitals. Both public and voluntary funds could be enlisted in assuring recourse 
and treatment for the aged in these geriatric resources, on a basis of per capita 
| ~ financial responsibility, comparable to our existing schemes for the detection and 
treatment of tuberculosis. 

§ The purpose of such an immediate extension of geriatric examination and 
» treatment resources would be to facilitate what time is likely to show to be 
_ absolutely essential, no matter how the financing of aid to the aged may be 
_ organized. That is some means, at once flexible enough and yet reliable enough 
_ to permit of the admission to allowance and service, not only of aged at the 
_ statutory minimum age, agreed upon as the generally qualifying, chronological 
_ age, but also for assistance at any earlier age, when there is an accompanying 
_ completely disabling and non-remediable condition. 


Se 


- Placement Services and Re-training 
_ These geriatric services are essential to another and new approach which 

- circumstances appear to be forcing in our attitude to the aged and ageing. 
— Two factors kept our population young in North America—one a high, though 
- now declining, birth rate, the other large-scale immigration from abroad, the 
q latter of people predominantly young or in early adult years. Neither of these 
' influences is still operating at previous “highs”, while, on the other side of the 
ledger, the Jength of life has been steadily extending. Where, in 1900, life 
~ expectancy in this country was approximately 50 years, it is now 63 to 65 years. 
_ These things have changed the whole population content so that, where, in 
1900, about one out of 25 persons was 65 years or over, today, one out of every 
12 or 13 in that upper age group, and by 1961 one out of every 8 or 9 of our 
- population, are likely to be such age. These are those who are called or call 
_ themselves the old. hy. 
There is another major shift in the population content—that is in the 
volume of the matuwre—those from 45 to 64 years of age, who, at the opening of 
the century, were about one in 7 or 8 and today provide about one in 5. 
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If the aged, ageing and mature be fee together they aN Pores in another 2 
decade, about a third of the people. oH 
_ We are in an age of rapid scientific change, requiring constantly changing 3 
skills and new technical knowledge. Displacement goes on apace in many © 
processes, while, government taking the initiative, more and more employers — 
decline, because of the effect of contributory pensions, to engage new workers 
over 35 years of age, and certainly over 45 years, particularly women. Yet the 
average male worker’s family responsibilities are likely to be heaviest at these — 
very ages. a 
All these factors operate to throw more and more people out of gainful — 
occupation, to make it more and more difficult for anyone, once displaced, to get — 
replaced, and such considerations lead to the pressures to reduce the statutory — 
age of assured aid to 65 years, which, if we do nothing else, will be 60 years j 
before the 65 year limit is operative. The resultant situation is directing research — 
and effort towards a re- assessing of two facts. First, in many processes, the — 
greater steadiness and reliability of the older worker more than offset pera ‘ 
ageing in physical powers. Second, in yet other occupations this physical ageing 
affects output little, if at all, and, most important of all, that, to quote the — 
Chicago proceedings again, “one of the hopeful facts which we learn from the 
scientists is that the learning capacity of the individual declines very slowly. It 
is as good at the age of 60 as it was in the early teens.” 
The Public Employment Services and the personnel divisions in private 
employment are early and directly in touch with such problems. We have had — 
large scale technical, vocational, training, re-training and veteran training plans. — 
We have the machinery still available. It is suggested that these resources 
should all be brought into play to the end of assuring the gainful occupation — q 
of the mature Ny older worker, and his or her re-training when displaced, 
without regard necessarily to chronological age so much as to his or her continu-_ 
ing usefulness and self-support. a 
Upward Revision of Admissible Income % 
Related to this individual and social need of keeping the aged or ageing 4 
person gainfully occupied and happy in the sense of useful activity is a change, 
in the cramping maximum placed upon “outside” earnings or income under the 
present Canadian aged allowances system. In 1926-27, a dollar a day was 
deemed the minimum amount compatible with subsistence living for an aged 
single person. It was roughly calculated that the basic payment ‘would provide — 
two-thirds ‘of this, and outside income the other third. Therefore, the basic. 
allowance was fixed at $20 per month, maximum at $365 a year, allowing fong 
outside income up to $10 per month or $125 per annum. 
Various changes have taken place. When the basic payment was $30 per 
month, the ceiling was set at $50, allowing outside income. up to $20, roughly | 
40 percent of the estimated subsistence level of $50 per month. But when the— ; 
basic grant was raised to $40, the ceiling was still left at $50, thus restricting — 7 
the aged person to the very same maximum, and really ‘benefiting public funds, ~ 
at the cost of all who earned more than $10 per month. gi 
It is submitted that, at once, relief could early be granted many in need, by | 
the simple device of having the cost of living budget reviewed every year, as is 
done in several provinces in the administration of mothers’ allowances, recogniz-— 
ing a reasonable maximum ceiling and allowing outside income up to, say, 40 
per cent of the basic grant. Were the present “margin” to be rentored: to what 
it was until quite recently, namely $240, with the ceiling at $60 and the basic 
orant $40, tens of thousands of aged beneficiaries would be aided quite cee 
tionately to the comparatively small sum involved in our total Dominion budgen 
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‘ Provisional Allowances , 
ee ‘It is, of course, true that our aged and ageing have been existing in some 
_ Way prior to attaining the age of eligibilty, or previous to the circumstances 
leading to application for allowance. With pitifully many, it has indeed been 
' mere and piteous existence. The aged, on the whole, are not as alert, as expert 
| in form filling and document filing as statistical contemporary civilization; 
| _ time is running out on them and, where there is need, suffering is sharp. Yet 
_ delays may run into months, even years, in the procuring and proving of evidence, 
_ death may intervene before admission of claim. 

It is submitted that, again, results quite disproportionate to outlay could 
___ be assured by allowing the grant of provisional allowances for a period of three 
| to six months, pending proof of eligibility, these provisional payments to be 
| recoverable from subsequent payments, if calculated in excess of right, and 
a penalties to attach in case of falsification of basic facts. 


| Shelter for the Aged 


fy Housing and shelter present a continuing problem to most Canadians; most 
' of the aged are tragically ill-housed. Thousands of them, especially the 
_ elderly men, are incapable of maintaining self-contained establishments, even 
_ if they could obtain them within their income. Very few lodging house keepers, 
_ with attractive accommodation, wish to take aged roomers with the possibility 
of accident, ill-health, chronic illness or death supervening. Unit care is 
- quite inadequate to the need of those who seek good accommodation in small 
- home-like hostels, and what does offer is almost exclusively in urban centres. 
_ Most of our county homes and almshouses and refuges are desolate, drab, dreary, 
_ without properly qualified staff, and lacking entirely in diversions or occupa- 
_ tional activity. For the ailing, infirm and chronically ill aged, there is just 
_ quite inadequate provision. 

' The resultant situation is that, from coast to coast, in the larger cities, aged, 
» able-bodied, ill, and ailing are lodged by tens of thousands in conditions dis- 
/ graceful to our civilization and many of them the victims of the most callous 
~ exploitation. Poor, lonely and desperate, thousands believe that if they could 
_ only pay more they could get quarters. They could not. 

ay What is needed is a constructive over-all plan for shelter units for the aged, 
_ some of it nm community housing projects, much of it in small home-like units, 


[ 
¢ 
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4 the aged person’s own suite, but with common dining, reading and recreation 
rooms. 

‘These units should be devised for aged couples, as well as for single persons, 
_ and should be in north country, frontier and rural areas, as well as in cities, 
_ They could be related, in some of the units for housing “old timers” and erected 
in timber and mining stretches, as buildings under related employment work 
projects. | 

g In urban centres, there should be reading, hobby and club rooms open to 
-roomers, living in private homes, as well as to the residents, while, if, as in 
_ England, local communities could make arrangements for one hot meal being 
served at noon from a mobile kitchen to aged persons in their own homes, many 
more would be able to carry on, there. 

zg The Dominion-Provincial Health Plan has sufficiently proved itself to offer 
asa model for a co-operative partnership in this closely related field of housing 


financial aid is adopted. 

g It is therefore submitted that: 

(1) A Dominion-provincial-municipal plan for the extension of facilities 
for shelter for the aged should be developed, along the lines followed in 


' permitting of separate rooms, with provision for breakfast and tea, perhaps, in ~ 


_ the aged, for whom such facilities will be required, no matter what system of | 
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the erection of hospitals, clinical and diagnostic centres under the : 
Dominion-Provincial Health Plan, on the principle of matching grants, — 
on a per bed basis, from the Dominion and co- operating provinces to — 
local agencies, municipal or voluntary, for the erection, according to — 
approved plans, of units, housing not more than 50 ‘aged persons, — 
and with such facilities for the’ community use of the aged as may be 
included. ? oe 
(2) The Central Mortgage Housing and Loan Corporation be requested, in all — 
3 community housing projects, to include some units and facilities for the 
aged, whether in small single self-contained units or in community units, 
commensurate with the size of the housing project or the community in 
which it is located. 


Health Needs of the Aged - 
Closely related to the shelter of the aged is the problem of their health care, 

cont nuing under any system of financial aid. 

The cost of health service is one of the major fears besetting nine-tenths of 

the adult population of this country, for whom a major illness or operation is — 

likely to mean heavy indebtedness or serious impairment of savings. With the — 

aged, with failing powers, indifferent health, and minimum subsistence income — 

this fear becomes an absolute bread, while, admittedly, their very susceptibilities — 

to concern about their health mean that no wide-open health facilities can be — 

made wisely and economically available for general uncontrolled consultation. 

Some of the provinces have made provision for annual flat-rate-payments for — 

medical and health care, for all recipients of social aid, but others, and, on the — 

whole, those less economically buoyant, find such provisions beyond their means. — 

It is therefore submitted that: y 

(1) As part of the suggested Housing Units for the aged, provision be made — 

for the location of clinical services therein to which, together with the — 

geriatric clinics, already proposed, aged persons in receipt of allowance — 

might have access, and - 

(2) from which, visiting medical internes, and visiting nursing service, — 

(utilizing the V.O.N. where existing), might be utilized for domiciliary — 

care to aged, living in private homes. The cost of such service should 

be carried, however, within the regular provincial and municipal health | 

services. 


The Self-Supporting Aged : 
These are all submissions dealing primarily with social allowances and — 
services, designed, in the former, to aid income maintenance, in the latter to — 
extend social utilities accessible not only to beneficiaries under such allowances 
but, in appropriate areas, to the aged and ageing generally. 
To the better and more independent functioning of the latter, it is also 
suggested that this Committee should review the present Annuities Act and 
regulations thereunder, looking to its amendment in extending the present limit — 
of annuities purchaseable to a maximum more commensurate with its original — 
intent, present living costs and the capital required to assure even a modest 
ouar anteed income. - 


(End of Written Statement) 


The Wirness: First of all my own personal opinion is that we are not 
clear enough in our thinking and in the provisions of the so-called welfare aid, 
provisions, services—call them what you will—we are not clear enough on 
where we are going and what we are doing. 

We are dividing aid into two major provisions and one of them, in my 
judgment, really should not be called welfare allowances for services; it should 
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a be called fiscal payments. Let us face the fact frankly that we are attempt- 
_ ing to pump in, to raise the level of sustaining people by deflection of some 


proportion of the national income, though we may not fix it in its percentage. 
But, it is a token payment; it is not a payment to provide maintenance or service. 
You have family allowances as an illustration of that, in my judgment. It is 
a fiscal payment; it is a token and paid roughly to some section of the population 
—such as people under 16, or over a certain age. 

Then, in between that in what I call the welfare provisions, you have 
a second series of type of service or provision—contributory benefits. 

Now, as I said I have just come back from the United States, but last sum- 
mer I spent considerable time in England and in Scandinavia. Everywhere 
one finds serious questioning of the completely contributory principle. I have 
set forth in this brief some of the things which have changed from the time of 
its beginning and its development in Germany, its application to Britain, its 
extension to Europe, and its transfer to this continent. On the changing con- 
ditions of today, so complicated are some of the problems which arise out of 
it that I think we should explore anything in the contributory provisions very, 
very carefully. I say that with full sense of responsibility that in the 1930’s 
I was perhaps one of the strongest advocates of the contributory system in 
this country. I know that it is a woman’s prerogative to change her mind— 
and it would be much better for the country if the men would too, and admit it. 


Mr: Fremine: And admit it? 
The Wirness: And admit it, yes. Take England, for instance. You had 
contributory old age allowances beginning on the basis of 65 and non-con- 


tributory at 70. Postwar devaluation set in and other things have happened. 
The benefit which was purchased through those years of saving is not at all 


t _ adequate, and consequently a person who has that benefit as of right at 65, and 
_ has drawn it for five years, at 70 is in very much worse condition than the 
__ person of the non-contributory system at age 70 who is paid on the basis of need. 


The approach to out and out flat rate fiscal payments, contributory, is 


h something for you to examine thoroughly over a long period of time, and should 
not really be called welfare provisions. Welfare provisions I have attempted 
_ to put rather carefully in the paragraph on the top of page 2. 


My submission is, Mr. Chairman, with all deference, that this committee 
has to decide first of all the minimum required for reasonably decent living, 


and actual social utilities—I call them, services—which will assure health, shel- 


“ter, advice, counsel, and, in general, the well-being of the individual or family 


’ group given care. 


The end of the road leads to one of those three or perhaps a combination 
of the second and the other; you can mix them about, but the fiscal payments 
which are automatically available on the attainment of a stipulated age. 

Hence you have the abolition of all means tests and welfare services about 
the applications, grants, and payments; or, the introduction of some contributory 


- prepayment plan; or the continuance of aid to the aged as part of the welfare 


allowances and services. ; 
It is on the latter I wish to give some evidence. It is the subject on which © 
I am more competent to speak. I do not know that there are a very great 
many in the country who can speak with any technical knowledge as to the 
first or second. The numbers are limited. 
I would like here to say something that is not in my brief and that is that 


- your fiscal payments may seem to wipe out the means test. All they do is to 
make a straight payment across the board as you do In family allowances, 
tying that to some condition such as age or non-workability. We cannot do 
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by a flat rate payment at a given age. It will go down then to the provincial | 


all its dislocation, its pick up of work, its strain on man and woman power, like 
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what God did not; we cannot make an absolute equality of ability. ~ Conse- : 
quently, somewhere if you are going to meet the needs of people you have got 
to have a means test. The dominion authority may absolve themselves of it 


authorities. The province may seek to make a flat rate payment and it will 
go down to the municipality. The municipality may seek to do some flat piece 
of assistance or supplement, and then it will pass over to the voluntary people — 
or to the family. They are not equal; their positions are not absolutely iden- 
tical; and if you are going to meet human needs you have got to know what 
those needs are. You can only know that by knowing what the means of the 
individual are. That has to be ascertained by someone so that any flat payment 
will require, always, somewhere, the assurance of meeting residual needs for 
some, and the checking of excess over needs for others. ) 

Now on the tasks of welfare assistance, welfare allowance, and social — 
utilities, I go to page 3 of my brief and, there, I simply give some time to 
reviewing proof that the problem is not ours—that is very well pointed out in ~ 
the proceedings of the Institute on problems of the aged, held in Chicago last — 
autumn—‘‘the economic problem of age in a steadily ageing population.” Par- — 
ticularly in Canada we must realize this: the problems of age and all they — 
imply in. economic and social provisions have been deferred from our experience; 
they have been creeping slowly upon us since the opening of the century. As a 
young country we derive a good part of our population in early manhood, not — 
with the aged with them, and we have a high birthrate. Those situations have 
been changing since about the second decade of the century. The first war with — 


the second war concealed that somewhat from us; and then you had, in the 
beginning of the ’20’s, the beginning of the problem of the worklessness and the — 
dependency of the aged. You had the tenseness of the ’30’s; the need of the 
aged was absorbed into the need of the whole stricken population. Ini fact, in — 
many areas of the west—rural areas, the drought areas of Saskatchewan, and 
in northern Manitoba—our aged in respect of the fixed grant were among the 
best provided for—among a population not very adequately provided for. Ican 
speak there from absolute personal experience. ey 
The second world war did a couple of things. It brought the strain and 
demand for workers and it also sent thousands and hundreds of thousands into 
the forces, provided military allowances, and took up the slack. Then, you have 
had the postwar resiliency of the economy until the last twelve months. These 
things have all kept the situation buoyant on this continent. I think the con- — 
clusion of one of the ablest people in the United States in this field, Ewan 
Clague, Commissioner of Labour Statistics, U.S. Department of Lalbor is valid: 
Beginning in the 1950’s, the problem will begin to gather speed and | 
the following two decades will roll on to full flood in the closing decades - 
of the century. Therefore, we have somewhat less than ten years in iM 
which to evaluate the patterns of solution which, as a Nation, we shall — 
adopt. The consequences of the various programs of solution are so — 
widely different that it will be of the utmost importance to choose the “a 
best one, and avoid the worst. 


That is what I think we should keep in mind. a 


By Mr. Croll: a 

Q. Is that applicable to the same extent?—A. I would say so. I speak 4 
subject to correction from the Statistical Division of’ National Health and 
Welfare. But I would say that at most it would be 7 to 8 years retarded in our 
experience. I was trying to check on that myself and I think it is reasonably 
closely applicable to us because the United States peak immigration was, it is 
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true, from about 1885. They began to clamp down a bit at the close of the last 


| or 1923. One, aspect of that is that our population is aging more rapidly than 
4 their normal population now because of the wealth of immigration in those 
_ years of people in their early 18’s, young manhood and womanhood, and it ages 
_ more heavily as you move to newer sections of the country because those people 
came and passed through and went there. Another thing is there is not the 
_ sustaining strength of the family unit behind the family in this second generation 
_ in the country. A grave injustice we render to people of immigrant origin is 
_ that we say they tend to become more native. In fact they are a network of 
», family communities whose backgrounds are overseas. Those two wars took us 
into that earlier than it took the United States, and it built up and gave us a 
sort of shot in the arm in resources to let some of the people get a little further 
ahead, and I would think it would not be out more than at the most 5 years, 
- subject to Mr. Willard’s checking and judgment. 
a Q. Thank you, Miss Whitton—A. Then, with that background I would say 
_ that nothing would be more valid than a comparison of that with our consider- 
‘a ations today and that no matter what our negligences may have been or where 
. we assign responsibility for them in the past, it would be a criminal liability now 
- to rush at a solution without going very thoroughly into what is happening else- 
_ where in the light that that casts and in the light even that this committee casts 
a upon our considerations here. I think everyone will agree that every Canadian 
- wishes humanely to meet a minimum of human needs of the aged today. But we 
ie first assess their existence and nature. The first realization which social 
_ thinking is experiencing in this field is the error that we have been going on trying 
to provide chronologically by saying that this age is automatic and that at 
_ this age every man and woman is deemed to be physiologically incapable of a 
- sustaining occupation when that age may be premature for the physiologically 
fit, particularly in a farm population, and tragically deferred for the handicapped, 
- broken or infirm. There is a third element, and that is the occupational age. 
- Take the river men or the loggers; they may not be able beyond 45 to 50 to 
_ carry on at all in their own occupation, yet they are unskilled in others. On the 
other hand, men in their 70’s may carry on with considerable acceptance and 
efficiency; and that is another thing you find in your studies today, a review of 
the whole idea of automatic chronological age. That opens new vistas in the 
usefulness and happiness of the aged ‘by the development of what has been 
included under what is known as geriatric medicine. 
Be It is my personal opinion that in the ten years right under us we are making 
as great development in the field of geriatrics as we saw in the last quarter 
century in pediatrics. The dominion’s National Health Service Plan is practically 
conceived and, on the whole, competently executed. Through it, clinical resources 
and intro-mural care are being rapidly extended for the population in health 
services. That is important. The first suggestion in this welfare area, which 
_ is the one we are primarily discussing, is an examination of the Dominion Health 
- Service Plan, the setting up of geriatric grants for training in geriatrics, and for 
_ the development of geriatric clinics and units, using both public and voluntary 
- funds, and in assuring resources and treatment for the aged in these geriatric 
clinics. 
a I placed that at the very first of the submission because I think we are going 
to have to come to something more precise than roughly gauged chronological 
age. An in your geriatric clinics you would have a means to review each case 
~ —not just a health or economical means test basis—but on the real age of the 
applicant. I have developed that idea in the next paragraph and the facilities 
that would be absolutely essential, no matter how the age may be arranged. 
- Then the more you explore the more you realize that with good geriatric services 


. you can ascertain the circumstances of the aged or aging. 
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Two factors which keep our population young in North Aner: as I have 
said, are: a high, though now declining birth rate, and the large immigration — 
from abroad. As those elements move off, you can see another thing, and that < 
is the extension of the length of life, which is now from 63 to 65 years. Those | 
things have changed the whole population content so that where, in 1900, about 
one out of 25 persons was 65 years or over, today, one out of every 12 to 13° F: 
is in that upper age group, and by 1961 one out of every 8 or 9 of your population — 
is likely’to be of such age. We are calling that group old. They are calling — 
themselves old. We are getting to think of everyone who is over 65 as being ~ 
roughly the age for the automatic operation of aid on an economic basis. But 
what you will find in the Old Country and in the United States is that the real — 
concern now is the major shift in the population content, that is in the volume — 
of the “mature”, those from 45 to 64 years of age. At the opening of the q 
century they were about one in seven or eight, while today they provide about — 
one in five. I think these estimates are valid right across the continent, and — 
that if the aged, aging and mature be taken together they will form, in another 
decade, about a third of the population. The government ought to take the 
initiative in this: It is almost impossible for a person to enter employment 
initially over 45 years of age in many of the federal departments; and many — 
of the provincial services will not take them over 35 years of age. That is one ~ 
of the causes for serious question of the contributory plan. The more you ~ 
extend it and bring them under it the less reluctant is the private employer to 4 
take a person who has not a long contributory life ahead of him. 
. Q. Would you please comment—because you are acquainted with the 
American system—on the reason for their fixing it at age 65, because you are 4 
dealing with it now.—A. In the statement which I have from the Chicago — 
Institute they believe that they can carry displacement over 65. But now 
they feel that the economic system could carry it. That I think seems perfect 
logical if your life expectancy is 65 years of age; and if it is extended, a great 
many of your people will die-before they get it, so you can take the risk. . 
Q. But that was 15 years ago—A. Your life expectancy then was in the — 
60 year old group. It is only 63 for men and 65 for women. We live better 
therefore we live longer. 
Q. That is admitted—A. The interesting thing is that at the conferences : 
which I attended last week, and in bulletins which I received in my mail when 
I came home, the United States system is now considering an amendment, or 
rather I should say the other way ’round: an amendment is being considered © 
to bonus the worker who stays at work from 65 to 70. And in England—I “peal 
again subject to verification—I think the practice is to bonus the worker. . 
Now, in the discussions which I attended in Kansas, I heard opposition to — 
that; that it was completely illogical to tax both production and the individual — 
to retire those over 65 and then proceed to tax the same system in order to bonus — 
them not to retire at 65; and that the reason for it is, first, to hold back the — 
‘volume of cost which is coming in that group; and secondly, because they are 
needed and the work is needed. So I think that you will find this question of 
the 65 to 70 year gap in the revenue is now a live one in the United States. — 
But I think those were the two reasons why a technological civilization is~ 
moving on. 
I think the Canadian Welfare Council and the Canadian Associate of — 
Social Workers ‘both brought it out in their brief. You will realize that the workers — 
loses, even with an income, and that it is a very devastating thing for people — 
who are not physiologically. or occupationally old to be displaced. The interesting — 
thing in the United States studies is that the learning capacity of the individual 
declines very slowly at the age of 60 when compared with the early teens. 
think we should study the idea of providing geriatric clinics with re-training, 
and, if necessary, re-training grants, using all the resources we have develope d 
for our veterans, for taking up vocational work for the prematurely displaced. 
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If @ person over forty-five is displaced today, it is almost impossible for 
that person to get replaced again. If we offer no solution but some economic 
_ aid or social service or allowance, well, we are going to get to a situation where 
_ the element of the population supporting the juvenile and the old will not be 
strong enough. 
Now these two things I suggest as essential in our care of the aged, no 
matter what system we have—system of geriatric services or systems of 
_ special placement, training and retraining. They are media of service which are 
_ already available; they are working between province and dominion satisfactorily 
and with local authority; they could be aided, with no change in fiseal or 
constitutional arrangements. I therefore put them very early in the suggestions. 
: The next section I discuss in detail is the abolition of the ceiling of income 
| which was roughly fixed at about $1 to $2 in the early stages of old age allowance. 
_ Now, the effect of raising the allowance to $40 and not lifting the ceiling of all 
income beyond $600 has meant that people who were working and adding 
_ to their income simply have the choice of either they do not earn more than 
_ $120 or if they do they give up something of that maximum $40. Their total 
stays—I am speaking broadly a toss the board—at $50 a month. Now, I 
_ believe, if we lifted that ceiling which, it was intended, should be higher, it would 
cost in public funds comparatively less. The greater number of people in the 
larger cities are already at the maximum. They would earn that other $10 a 
month and it would allow them better living conditions and it would not cost 
proportionately to the public funds what it would yield in happiness and 
satisfaction and easing of strain. Related to that there is at the bottom of 
page 5 and the top of page 6 another suggestion: and that is that this long 
delay in admission and verification, especially for aged persons who are not 
attuned like most of us to a statistical civilization that is full of documents, 
should be done away with. They die while they are waiting to come on the 
rolls. Of course, they had been living some way before they reached 70 years 
of age or perhaps after 70 before circumstances changed so that they had to 
apply for allowance. The death rate is high at that age, it runs over 1,500 a 
-month, I think even in the case of pensioners. Therefore, I suggest that we 
modify the procedure—I think it would only be administration—to allow a 
provisional admission to allowances, say to 90 days with a condition that any 
Overpayment would be recovered in the subsequent payments and that any 
falsification would be punished. That would do a great deal to ease pressures: 
-and again at disproportionate cost; the loss would not be heavy. You have 
facilitated the admission of children to family allowances by putting them on® 
at once upon application, and verifying their birth later. Then there are the 
two grave, grave problems I deal with on page 4 and page 5, and they are 
the housing of the aged and the provision of health services for the aged. 
The aged people think that if they had more money they could get rooms, 
housing. They could not. A greater number of people do not want to take 
“aged people into their private homes. We do not change with age, we only 
get more so. It is a losing proposition to take in old persons. They may have: 
accidents, they may become ill, they -are likely friendless, they are likely to 
become dependent and chronic inmates of the house where they board. Our. 
country refuges and almshouses on the whole are drab dreary places. The 
result is that with the resources contralized in the city for health and enterain- 
‘ment our old people crowd to the city. With a certain knowledge of cities from 
coast to coast, I would say that the conditions under which they live are &. 
‘disgrace, an utter disgrace to’a civilization that calls itself Christian. There the 
old people are exploited, they are fearful, they are alone. I think the greatest. 
‘single thing, no matter what system we are going to have, which we could do: 
would be to make possible the rapid erection of small units, the extension 
f units we have for the housing of the aged. I would say this should be done 
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through two plans; through the application of the excellently devised and 
well working dominion-provincial health plan and the extension on a similar 
basis of dominion, provincial, and, I would say, not only municipal but voluntary 
services coming together in the erection of units at so much a bed. I would — 
say that those units preferably should not exceed provision for fifty in numbers 
and that they should have common rooms, reading rooms, clinics, services 
like that, so that the old age pensioners within an area ‘living in private houses, — 
and with their own families, could’ come in and use them. Secondly, and here — 
I. argue from experience in Copenhagen, I would suggest that the Central 
Mortgage and Housing Corporation facilities be used to encourage and develop — 
in its housing plans, accommodation that would be available to the aged. I~ 
have gone into some detail in the submission of the mobile one hot meal a day. — 
It is amazing in England how the provision of that has reduced the length 
of time and the number of people, coming into institutional care. If old persons | 
ean have that good hot prepared meal at noon brought around and served 
they can carry on much longer in their own homes. I think you will find that — 
the legislation governing the Central Mortgage and Housing Corporation scheme 
is capable of much more adaptation and use than we have made of it. a 
Then the very great need of course is the health care of the aged and there 
you have an uneven provision. Some of the provinces which are best able to- 
do so have provided aid, others where the need is greatest have not the — 
resources, and I would suggest, therefore, that as part of the housing units for the 
aged, assuming we embark on something like that, clinics and services should — 
be provided within them, available like these other communal facilities for the 
aged. I would suggest also the development of the same principle that has been — 
tried out under a project financed as a dominion health experiment in Montreal, 
of sending visiting internes out from the hospitals, and using the V.O.N. or 
other visiting nurses where they provide a nursing service. In those health 
services I would suggest that the capital’cost should be aided under the plan — 
but the maintenance should rest with the province and local authorities. Now, — 
all these submissions deal more or less with problems related to social : 
allowances and services. It is not to aid income maintenance. : 
I would like to suggest that this committee should consider another point. 
which deals more or less with the self-supporting aged, and that is that the 
Dominion Annuities Act should be amended to allow the purchase of annuities 
which is now limited to $1,200 up to $1,800. It takes that increased amount now 
to provide what the $100 in the Act originally intended to ‘be provided even ten 
years ago. | 
Mr. Chairman, I have taken longer than I meant to, but that is the general | 
situation and I will be glad now to answer questions and will try to do so. 


By Mr. Croll: 


Q. Dr. Whitton, in chapter one you make reference to a direct sales tax. ’ 
What do you mean ‘by that?—A. Mr. Croll, I would mean this, that we have 
today a sales tax more or less of eight per cent— 

Q. That is right—-A. —and then we have various provinces with sales 
taxes and we have some municipalities with sales taxes. I think if we are going 
to make fiscal payments we should pay as we go and that they should be visible 
in their cost, and, therefore, I suggest. that they should either come in a direct 
across-the-board income tax or that they should come in a sales' tax, and that 
that sales tax if you are making fiscal payments—I will go back on that—if you 
are making fiscal payments I suggest there that has to be the basis; if they are 
fiscal they should be federal; they should be federal in their payment and 
federal in their revenue, and the quid pro quo of the provincial and municipal 
authorities would be to take over the sales tax and make it direct and visible. 

Q. You said, “across-the-board sales tax’.—A. No, income tax. 


“ee 
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ieee Q. So that we may not misunderstand, you did not mean a oraduated 
income tax?—A. No. 

Q. You mean just what you say, an across-the-board income tax?—A_ Yes, 
_and-I may say there, Mr. ‘Croll, and Mr. Chairman, that I did not put it in here 
but my personal opinion is that whether it is federal or social allowances, these 
are the two sources of obvious taxation which we have. I think there is a third 
which can be explored, and that is, we should take the principle of the Quebec 
Public Charities Act and take a direct percentage of the takings from all 
alcoholic beverage sales and from race track income. Quebec is the only 
province which makes the vices of other people and its own pay for its virtues 
in part. There is a great value in that. It takes in considerable tourist money 
as well as taxation in Canada; I mean, a tax on liquors and race tracks. I 
think that there is a real possibility of both taking some portion of the present 
taxation and of asking the provinces also to throw in a comparable amount. 
_..Q. Do you think the provinces would like that?—A. I do not think they 
would like anything but one hundred per cent Dominion assumption of all 
_ outlay, but not that proportion of taxation. But I do think seriously that 
_ there is a possibility there of both taking some of the existing taxation and 
_ profits and increasing the costs. The thing is that if you spend on alcoholic 
_ beverages you are not spending on essential foods. It is one of the fairest places 

_ to tax. 
- Q. I agree with you entirely but I do not know whether everybody else 
does or not, but I do. 4 

Let us get at this, Miss Whitton; you have read the highlights of the brief 
and it is very comprehensive. I know what it means, in fact. Miss Whitton, 
you said in part of your statement do not rush at solutions; but we are in a 
_ position now where we have to have a solution and we have to have it now. 
We cannot wait any longer. We have got to make a recommendation that will 
stand up. In the light of that give us the best knowledge that you possess and 
I know your knowledge is broad.—A. I would say that first you must decide: 

What are you going to do? Are you going to re-distribute wealth and income 
in fiscal payments to individuals and call that special services? Personally 
I object. I think we should do it honestly. JI think that we who have, through 
“some years, built the welfare services to a high level of respect and prestige 
are now taking all the invidious comment which centers about the welfare state 
_ -when it is really a fiscal state. Therefore, if that is the way we are going to 
do things, we should set a floor, a minimum, let us say, in the homes or places 
_ where children are under a certain age, or where people are over a certain age, 
or where there are other conditions. Let us say: “We are going to redistribute 
_ income and we are going to do it that way.” That is one thing to me and it is 
not for me to advise on it. The other it seems to me is: “Are you going to do 
_ that by way of welfare allowances, welfare services, which will divide into two, 
_incgme maintenances and your social utilities, so called?” ; 
Now, if you are going to do it that second way, you are simply saying: 
_ “At this age we are sending a flat amount of money into the hands of every 
person of that age in the country.” As I have said, I think that what we all 
want to do is to meet the human needs of the people who are old now; and you 
cannot do that in any other way than by knowing what those needs are. If we 
were going to wipe out the ascertainment of the needs and make it an across the 
board payment, I would suggest an exploration of it, because it is the age of the 
_ person that we are going to attack rather than the means of the person, — 
____ Q. Suppose you attack the fixity of age; I know you did so in the brief.— 
* A. Well, I would say that through our combination of your geriatric services, 
clinics, placement and reclaiming, we would ascertain 1t In each individual case. 
- Q. Dr. Blair is sitting right there. We think very highly of him.—A. I was 
- going to dances with Dr. Blair before I knew you. ; 


63315—23 


, 


\* $ 7 y . ‘ i } 
ps Sl " : Bids pat ee a a ' 
iz Pa be A A 


» - ‘ ~ a 
' an a - re) ee oe 
\ ’ ‘Ve ® 4 , =) ee te 


1122 JOINT COMMITTEE 


‘ | | Bes: . 

Q. But Dr. Blair does not agree with you, and he did not agree with the last 3 

witness who said that. We pay considerable attention to his views.—A. Did he © 

disagree on the health test? te shat Tis, : - : 

_Q. We carried it a little beyond and he still did not agree with you as a q 
basis. 3 Aim 

Hon. Mr. Kina: You are on the spot there. 


The Witness: Dr. Blair and I both hold a political view in which disagree- 
ment is of the essence of growth. 


By Mr. Croll: 


@. Disagreement with the whole country, you mean——A. But I think that 1 
you might with justice make a flat grant across the board without knowing the 
needs of a person. We talk of a means test. It has been plainly and badly 
applied. Perhaps the obverse of it is the needs of the person. Take for 
instance the fact that in Canada we have heavy extractive industries. ‘The 
men who must carry on mining, timber operations, ‘building of power sites, 
driving of the railroads, fishing, and so on, have a shorter working life. Take 
the case of the woman who comes into town to market three times a week. She 
_ has to be there when business opens. She has been driving, let us say, from ~ 
5 or 6 o’clock in the morning and she has been working all night. If we are 
going to have a redistribution, she has earned her redistribution much earlier 
than I have; she needs it. So I say that if we are going to try to apply a 
measurement like that and try to make it a measure of age or anything else, — 
let us look into the length of the worker’s life. 7 

Q. Do you not think we have failed in using the measure you suggest, and — 
that the people of Canada think we have not done a good job with these old — 
age pensions?—A. I would think that the people of Canada think so. Butif you | 
compare the situation across Canada with what has been done, on the whole we ~ 
have not failed to the full extent that public opinion thinks that we have. a 

(. In the light of what we have learned in this committee, we would agree 
with you on that. But we still have got the public mind to consider. We are. 4 
here as a result of the public mind. We must consider what is in their mind. _ 
How do we get it out of the public mind?—A. I think that if you have been ~ 
able to ascertain that, you will have come to a radical conclusion, im 

Q. No, there is no conclusion. I am only speaking for myself—A. I say — 
that, first of all, this committee should make an impartial assessment of how | 
much is good and how much is bad of what we have done and then try to say 
where it was and then try to take steps to correct what is bad. I have read Pro- _ 
fessor Cassidy’s evidence and I would agree with his priorities. I believe what we — 
want to take here first of all is the health grants for the health services, and then — 
housing for the aged. What the people see is the bad. They see these old people — 
unhappy, ill clad, ill housed, without adequate food and shelter and friendless. — 
And they see them in the cities, in those awful places that people buy and — 
put them in; and the unthinking public thinks that if you give them $20 more — 
across the board that you could correct that situation. I say you could not. — 
You cannot buy housing. You cannot buy health care within the capacity of a — 
large part of the people. 


@. You and Professor Cassidy—I did not hear anyone else—have made — 
certain suggestions to the committee in the light of your experience in the social — 
world, and you have had a greater experience than we have had. On the other — 
hand every conceivable organization in this country of any standing has — 
appeared before this committee, such as the insurance men who presented an 
excellent brief which is worth reading. All of them came here and the one thing | 
they said first was: “Do away with the means test.” You can see their thinking | 
there, and you can see what they are thinkng about.—A. Yes. The insurance © 
brief provides, in my judgment, an entirely fiscal payment policy. 
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Q. Yes.—A. It is not concerned with welfare. | 
ay Q. None of them is, I think—A. That is why I say: What are you going to 
4 do? That is your decision. Are you going on honestly to redistribute, wealth? 
— You could redistribute wealth to all people over 70 years of age at the rate of 
_ $40 a month and take it off through some form of taxation. That is a line 
_ which you could follow. It would take a great deal of time. First of all, both as 
_ to tax sources and distribution you will have to have constitutional conferences 
and constitutional change. But you have all these old people at the present time. 
_ Q. It does not follow that we need constitutional changes if we do 
it with an income tax system. I do not think it follows.—A. I would think that 
_ it would be implied because you are taking over a field which is in the hands 
_ of the provinces. It is different from family allowances. Your family allow- 
ance was only a token payment. It is not something for the maintenance of. 
children. It is a token payment. I suppose it could be called, in the new 
_ category, an incentive grant. But on the other hand you have in your old age 
_ allowances a principle of maintenance. If you were going to take it over— 
° and do not forget this; I am not presuming in being so emphatic about it—you 
_ have a tremendous machinery for administration in the provinces, in the ascer- 
_ taining of payments for old age. You know, there is nothing more tenacious 
of vitality than a government department once it is established; and you have 
_ all that. What are you going to do? You have got that enormous equipment 
_ for cheque writing, and for mailing; is it going to be taken over, is it going to be 
L used? That is why I say: for all that thing you have the administrative details 
which would take perhaps two years to put into effect, which could be turned 
over in less than one year; and when you have done all that, and when you have 
shot this $40 across the board, you are in the same situation as you are with the 
family allowances. After health, after housing, after medical care and after 
_ everything else, these aged people must go out and try to purchase it themselves 
or buy it from the social utilities of the province, of the municipalities or of the 
4 voluntary agencies. So there is a human need; and I say that if it is to be policy 
_ atthe very highest level, are you going to redistribute wealth? 
& @. Are we not discussing priorities? Assuming that we are thinking of that 
_ “across-the-board sum” whatever it is, you say that we ought to look after 
_ housing and health and other matters first. But what we are discusisng at the 
- moment is the matter of priorities, what we think it is possible to do now and 
what is possible to be done some time in the future?—A. I make no commitment 
on my own judgment in respect to fiscal payments. 
_ _-—«Q. But you said you agreed with Dr. Cassidy?—A. With respect to priori- 
_ ties, that is all. 
Q. But isn’t that what we are discussing at the moment?—A. I would say it 
would be in respect to this: What would bring the greatest economic relief to the 
needs of the aged? Sis 
— Q. That is exactly the problem. What do you think? The problem is an 
economic one. We have got to deal with it so as to bring the greatest economic 
_ relief and at the same time establish a foundation for the public?—A. I would 
gay this: That within 60 days of your policy being decided as to federal partici- 
_ pation in housing of the aged, with respect to health of the aged, on the same 
_ basis as the Dominion-Provincial Health Plan, and the lifting of that ceiling and 
_the provision of provisional allowances you would have a great improvement in 
_ the condition of the aged who are actually in need, and that you could have that 
mechanism going before autumn. ¢ sana 
4 Q. We anticipated that this will be going after the Dominion-Provincial 
_ Conference, quite seriously —A. How would you impose the taxation? Would 
- you do it by radio? ee 
_ Q. Do not worry. Whichever way we impose it, it will take in all the coun- 

try—A. We did not go into principles of legislative enactment. But whatever 
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you do you are going to have to do that, and I am interested. I think “if you 
should get in hand the opinions about the way you are going to do it, and the 
cost of it. The figures. of Dr. Cassidy’s estimates indicate it would take 5 per — 
cent of the sales tax for aged, 5 per cent for the health services, and 1 per cent 
for the general services. He overlooked the heavy incidence already on the 
sales tax or the equivalent of it which is absorbed in existing services and in 
family allowances. I think you will come somewhat nearer to Mr. Anderson’s 
estimates in both those taxes. You have got federal aid for education. I do not 
think that we are in a position—the people of Canada and you their representa- 
tives at the Dominion-Provincial conference—to say what we can carry within 
the next short period of time. I am therefore anxious to see carried the things 
that we can carry at once; and it does not set aside, and it does not divide it with 
respect to a more rapid and efficient introduction of proper schemes. 


By Mr. Noseworthy: 

Q. Dr. Whitton, I take it for granted then that you would advise or would 7 
set out first to provide housing, some health services, retraining services, those 
you have mentioned. You would leave the old age pension as it is with the 
present means test, and you would provide provisional grants on some further 
means test for those who need more than the present old age pension provides. Is 
that a fair statement?—A. I would say you should continue to explore with your 
Dominion-Provincial conference adjustments in respect to the operation of the 
means test and how you are going to finance the other things. You see, I think 
there is another avenue that we have not been exploring, and one which I have 
not seen in the evidence, and that is: We are all thinking—as they have it in 
most of the evidence that I have been able to read; I have been out of the country 
and I just got back yesterday—we are all thinking of a federal plan, federally 
provided and federally administered predominantly. . 

@. We are not thinking of any special plan—A. I was thinking of the _ 
implication, and I think it is perhaps a fair inference to draw; that there will be — 
more federal assumption both in cost and in administration. Personally I do — 
not think—and I never have thought—in my experience that the constitution — 
is wrong in leaving administration of the health and social services close to the 
people. In the provincial services, I think we have done far too much thinking in — 
this country, all of us, along the line of trying to make the life and institutions 
of our social structure fit the fiscal system that is set forth under the constitution — 
instead of trying to adapt the fiscal system of the constitution to the needs of — 
humanity. I think therefore there is another possibility and that is: Suppose we 
adopt the premise—and let me re-emphasize the point that the method of financing — 
matters not—the need of the individual human being exists, and that it is differ- 
ent in the case of everyone and that somewhere it has to be ascertained and the — 
place to do it is where the person lives. . ol 

Q. Might I now go on to my next point. Let us recognize that no matter 7 
what we do, we are going to have services. I think Mr. Croll brought it out some- 
where; that for a great number you are going to have to supplement payments to _ 
the 65 to 70 group; and if you make it 70, then there is the position of the woman, e 
the position of the non-wage earner head, because you can no longer assume it is a 
man. Let us take it this way: You are going to find that anyway; and the great — 
resources of social utilities are the possessions of the provinces, the municipalities — 
and the voluntary agencies—voluntary agencies, more in this country, with the — 
part they play in the province of Quebec, than in almost any state in western — 
civilization. Now, here is the other thing I do not think we have explored: 
what about taking this broad measurement that you indicated earlier, 65 years — 
of age; that is roughly the life expectancy at the moment. Make that the 
division and on the basis of the census fix some flat rate, say $200 a year per 
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_ person of the whole population at 65 years of age; let that be reviewed every 
_ three years as the provinces review their mothers’ allowance payments in the 
_ light of the cost of living and the population. Give that as an out and out fed- 
eral fiscal payment to the provinces, and let the provinces develop their own 
entire program for aged and aging, let them do it in flat rate fiscal payments, 
_ let them vary their age up and down, their services up and down, their utilities. 
_ Do it in dominion-provincial conferences; it is what we are doing with some 
considerable success between dominion and provinces with regard to the hospi- 
tals; it is what I think we shall do in the medical and health services when 
_ they come. I am not saying this would be the answer but I am saying we are 
not looking at the whole picture. It occurs to me that in Britain and in the 
_ Scandinavian countries as I -recall, and in any country we have studied—and 
/ you know what countries we have studied—they have always followed the 
course of making the money provision first for the individual and then following 
_ it up by health, supplementary, and housing grants. I recall that in the Sean- 
dinavian countries that has been the plan, and that has been the American 
thinking up to now, and maybe this committee is thinking along the very 
_ same lines. I know I am, I do not mind telling you, but I am not here to 
_ impose my views on anyone. Would you mind commenting on that in view 
_ of what you said.a few moments ago?—A. I wonder if that is exactly the 
_ situation? In England there was an enormous extension of the infirmaries, of 
homes, of almshouses before the cash payment. I think from the Bismarckian 
_ development in Germany in the 1870’s and 1880’s along about there, your 
_ eontributors spread rapidly. 
he Q. But the United States, before it introduced the old age payments, long 
_ before 1935, always had the cash payments in the States?—-A. They had social 
assistance. | 3 
| Q. Yes.—A. I am talking still of that, that is your welfare allowance, that 
- is what I am talking about, I am talking of the two things. 
-  Q. We were talking about priorities. You would be continuing your welfare 
_ allowances as you are all the time. You would be developing that service 
_ within other services?—A. You would not be discontinuing it? 

Q. No, we were not thinking of discontinuing it, no one had thought of that. 
_ As a matter of fact, we had considerable evidence as to what they were. I 
- indicated to you broadly what I thought our thinking was and you said that you 
had agreed with Dr. Cassidy in that our emphasis should be on housing and 
on health rather than on the cash payment, that is what I understood you to 
~ say.—A. Yes, and modifying the cash payment as the very first step. 
hd Q. My question to you was that in these other countries there had always 
_ been the cash payments first. Before the emphasis on the housing, before the 
- emphasis on enlarged health grants, there had always been ‘a basic amount every 
place, but always before the emphasis was placed on these other matters.—A. 
That is the sequence in our life in Canada. We started with a $20 payment and 
that is what I say, we have found and we are finding out the plight of our aged, 
' who are bringing this pressure, and in behalf of whom our own humanity 1s 
roused. It will not be met by more cash grants without these other utilities 
- accompanying it parallel. Today, supposing you remove the means test and 
make this flat grant of $40 at 70 years of age, I have not the statistics but I 
- would say in Ontario and in British Columbia it would not make one iota of 
- difference to the great number of people who are enjoying it, they are at their 
~ maximum now, they are not able to earn or work. The last time I had access to 
the files of the province of Ontario, I would say I found a very large number 
were at the maximum. 
f Q. But the figures do not bear you out. ‘There are only, I think, ‘at the most, 
about 60 per cent of the people in Ontario who are getting the maximum.—A. 
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Well that is more than 50 per cent. So, to these 60 per cent would it make any © 
difference whatever? I say it would not make any difference. _ A ast 

Q. It would to the other half—A. That is what I say: but with respect to | 
this 60 per cent, you will find the pressure from this 60 per cent is 60 per cent. — 

Q. Then do you think we ought to vary the amounts as between cities and _ 
country and semi-rural areas?—A. You cannot do that from a federal angle, — 
that is what I say, and some one will have to pay, Mr. Croll, the supplementary — 
has to be there; $40 in say, Hameota is a different thing from $40 in the city — 
of Winnipeg. $40 in Winnipeg will barely provide housing. That is what I — 
say: even if you lift the means test and make a flat $40 payment there are all 
these people to whom this additional payment will not make one dollar’s q 
difference. They cannot buy the things they need. 4 


By Mr. Ferrie: 


Q. What percentage of the population will that care of—what you are _ 
talking about?—A. I have not the exact figures. 60 per cent are at the 
moment. . 


The CHarrMAn: 80 per cent in Ontario. 
Mr. Know .es: 80 per cent of those drawing the pension. 
The CHARMAN: Yes, 80-9 per cent in 1949. 


Mr. Knowues: But the total percentage of those drawing the pension to | 
the total population is only about 40 per cent of the population 40 years and — 
over. 4 


By Mr. Croll: 


Q. And there are many who do not apply for it?—A. There are a percent- — 
age of them. What they need, Mr. Croll, is money, although if you had what — 
Dr. Cassidy points out, if you had health service, if you had housing available | 
within reasonable small incomes, they also would make their money go further. 
I am telling you that the people are suffering just as much in this country, and — 
large numbers who are suffering just as much as those who are not in receipt of | 
the aid at all are among some of the many of the 80 per cent who are at the 
maximum. 7 

Q. But what about some of the provinces not supplying medical care to 
aged?—A. It is not limited; it is not hospitalization; it is, if they are indigents. 

Q. No, no, they get free medical care in the province of Saskatchewan if _ 
they are old age pensioners over 70 years of age—A. Well, it is not complete 
medical care; they get a measure of medical care; it is specified in here what — 
they get and it is not what you would get in geriatric services. In those 
provinces they are better off but their housing is not— | 

Q. The housing question in the three western provinces is not serious.—A. | 
The housing there is more deplorable, and I say it realizing that in one of them 
I went to court for saying the same thing; the housing in some of the western 
provinces and western cities is more appalling than it is in the waterfront of the — 
maritimes. 

Q. Which cities do you mean?—A. I have privilege under the Canada 
Evidence Act here, Mr. Chairman. 4 


By the Chairman: 


Q. With respect to the people who are recelving pension under the Old Age — 
Pension Act in Canada—I am taking the pension as it is, at $40 a.month—could _ 
you tell me how much of that $40, according to your experience, is spent on 


. goods and how much on services?—A. How do you mean, on things such as food — 
and clothing? | 


. 
~~. ' ' - 
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|. Q. Yes, how much on goods and how much on services?——A. Well, I would 
| think that the Canadian Welfare Council’s statistics would be followed in any 
_ knowledge I have. I would say that it is nearly all consumed in the absolute 
minimum of providing food and clothing and shelter. 

_ Q. In goods?—A. In goods, yes, except in the rural areas. There is another 
thing now happening in ‘the west and all down through Illinois and the western 
states. In rural areas, a very sad thing is happening. The young people have 
been leaving the farms and you have left an old couple. While they could get 
help they could carry on; while they are together they could carry on, but one 
_ dies, the other cannot carry on. They cannot get help. The same thing is going | 
on all through the hinterland. In those areas these people cannot get housed, 
and so they crowd into the cities and that is what is happening. For instance, 
the whole agricultural belt of southern Manitoba and Saskatchewan, I think you 
would agree, is changing through large-scale farming. 


| By Mr. Ferrie: 


Q. Do you think you would remove that if you took away the means test?— 
_ A. No, no, but what I was going to say is that you have got these old people 
crowding into cities because there is no place to live. 

Q. And if you put small units——A. If you put a unit at Estevan, at Prince 
Albert, if you put a unit down anywhere on the Sault line, small units in which 
these older people could live, that would allow your money to go much further. 

Q. But that is neither fair nor practical for the simple reason you cannot 
take these people away from their friends and put them 200 miles away and 
let them stay there. It would be the same as putting them in jail—A. I am not 
saying you would exercise any power at all, what I am saying is instead of the 
poor, old bewildered person left alone on a blown out farm near Laing, say, they 
do know where to go; they cannot take care of themselves locally. Instead of 
the one or two great big units for housing that you have in Regina or. Winnipeg 
or other centres, if you were to build small units here and there they could stay 
in their home districts. 

) Q. I agree with you there to the point where these people are destitute —A. 
It is not a question of destitution, it is the question of an actual place to live. 
Q. Nine times out of ten those people are living in hospitals—A. That is 
exactly one of the questions, and, as the honourable minister can bear out, it 
costs $10,000 to provide a bed today, and ‘their daily upkeep cost is up to $10 
to $12 a day. One community in British Columbia has a price of $21 a day. 
_ I was in a hospital in Ontario, in a prosperous farming area where 38 of the 120 
__ beds were occupied by old people who had no place else to go or live, and there 
they were occupying a hospital bed at a cost of $8 per capita per day. They 
were looking for a building which they could equip, a smaller unit in which people 
who only needed housing as aged and not care as sick could be accommodated. 
That would greatly reduce the cost. I think that the dominion should par- 
_ ticipate in the capital cost of such small units erected on a regional basis. That 
is my idea. Carry it forward to small units and you are going to reduce the 
cost to the municipality and the province because it will cost less to provide that 
_ supplement of care, and I think you could really add this sort of construction to 
- projects in areas where there is unemployment, and especially in the north. 

. Q. Do you think the government should provide those houses; that they 
are the ones who should put up the money?—A. I think just as we are doing 
in the hospital field we should go in on a three-way stretch in that, too. 

Q. The three-way stretch is surely wrong. 

Mr. Crotu: What are we talking about in this three-way stretch? I am 


__ interested. 
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By Mr. Ferrie: 


oO If you get into the sree -way stretch you are sivorine the facie back 
into where we do not want to go, if you make up 20 per cent by the dominion 


- government, 20 per cent by the provincial, and 60 per cent by the municipality— 


A. No, I am not talking of the beds. 

Q. It is the beds Iam talking about. They cost you $6,000 for a bed today 
in the western provinces and a municipality has to put up 84, 000 of that money? 
—A. Well, it is exactly what I am saying. You are doing it on hospitals to 
house the aged and you can have beds for the aged anywhere up to fifty per cent 
of the cost of a hospital. 

Q. Oh, no, you could not.—A. I only speak with the authority of two or 
three of the provinces, and they likely need their accounts audited, perhaps, but 
those are the figures that have been given to me. 


Q. A contract that we had for a proposition similar to the one you are 


talking about, came up to within $200 per bed as between the hospital] and the 
kind of home that you are talking about, where you can house the aged. It 
was within $200 a bed.—A. They must be talking of chronic units. 


The CHarrmMAN: Mr. Ferrie, I wonder if we should continue this discussion 


as to the possible cost of building and providing beds for aged people in 


institutions other than hospitals. The principle is there, and I believe with 
Dr. Whitton that every member of the committee will agree on the principle 
of the matter. Are there any other questions? 


Mr. NosrewortHy: I did not get an answer— 
The CHAirMAN: No, Mr. Croll intervened. 


The Wrrness: I want to say this, when you are coming to the abolition of 
the means test at any stage in any group I set it ere as raising the question 
of a redistribution of wealth. 


Mr. Nosewortuy: Is there anything wrong with that. 
The Witness: That is what I say is your decision, and if there is nothing 


wrong with it the people of Canada will support it, if there is nothing wrong — 


with it you can report it unanimously to the House. 
The CHAIRMAN: If you were a member of the committee what would be 
your decision? 


The Witness: If I were a member of the committee I would be a member ~ 
of the House and I think I would be as dexterous as the members of the House 2 


in avoiding a direct decision in the matter. 
Mr. Noseworruy: Not as dexterous as you are now. 


The Wirness: As a matter of fact, seriously it is not a question on which | 
Iam an expert. I could give you nothing but opinions and I do not think my — 
opinion on that subject can rank high. I would not like to think that what IM 


say here I say from definite knowledge. 
I think you have had people competent to advise you on the scare im- 


plications, and I think that is what you have to decide—but I will say this: no — 


matter what you do you have got to do these other things, some of which are 
immediately within our capacity. 


Mr. KNow.es: You probably realize that when Dr. Cassidy was here the — 
other day Mr. Fleming tried to pin him down as to which should come first, the - 4 
abolition of the means test or the continuation of health benefits, and Dr. B 


Cassidy’s reply was that it was difficult when you wanted both. 


Mr. Fiemrine: No, he said that with reference to a broader question of 
priority—and he was speaking about things he would do if he had a imines ’ 


ua 
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4 amount of money, $200 million—before he would make an enlargement of the 
old age pension scheme he would put first health and then he spoke of public 
_ assistance and said he would rank both of those ahead, of increased old age 
- pensions. | 


The Wirness: In Professor Cassidy’s public assistance would be included 
my general inclusion of social allowance for income maintenance. I think of it 
as social allowance for income maintenance in any group, rather than simply 
public assistance. Public assistance has a more specific meaning in my think- 
ing but again, I come back to this question that I think there is another thing 
that is involved, even if we change the constitution. No matter what you do in 
_ cash, no matter what you do in the redistribution of cash grants, you are still 
going to need for some people more money, as well as services. Are we on the 
_ right line in thinking, if we deflect this very large proportion of the national 
~ Income— 

The CHAIRMAN: Small, it is only 3 per cent. 


The Witness: Only 3 per cent of the national income but with that there is 
another 3 per cent for family allowances; another 3 per cent roughly for your 
hospital care; and there is another considerable percentage in welfare all across 
the board, across the country. You have got to go into that and say how much 
you want to deflect and how much you can deflect and [I still think that doing 
that you will find, and all evidence would support it, that you cannot get away 
_ from ascertaining the needs of people, what means they have; and, in a humane 
society, you have to provide whatever funds you require to provide. 
I think we are too obsessed with thinking of this running in the lines we 
have been following, of more and more federal assumption. There is this other 
thing quite worth exploring, especially as I judge your submissions are for 
- consideration by the dominion-provincial conference, as well as by the House 
and the Senate. You think of making the provinces the key authorities or 
retaining the provinces as the key authorities in welfare, and trying to come to 
some straight per capita payment that would be made to a province. One 
province’s need would be different from that of another. If one province wished 
to bring in a straight across the board payment at 65 or 70, another province 
_ might make it smaller and have supplementary allowances at need. You may 
_ be sure that the provinces would adjust it to the need. I do not think it is 
_ necessary or I do not think we have yet gone into the matter to know thoroughly 
_ which is the best result that we can get for what we have to spend. 
The CuatrmMan: An objection to that system Dr. Whitton is shown in the 
following incident: at the last provincial election in Quebec I remember a 
- present minister of the Crown who had in one hand an income tax form shaking 
it and saying “Look at these Ottawa people, taking your money away, taxing 
_ you terribly,” and on the other hand: “Look what we are doing; we are paying 
_ you old age pensions.” 
Mr. Brooxs: You should have been in Newfoundland in the last election, 
Mr. Chairman. 
The Cuarrman: There is politically a danger of one government collecting 
the money and the other distributing it. 
The Witness: I was in Saskatchewan during the election. Someone was 
_ waving this thing and saying: “2 per cent off a pair of shoes is taken from you 
by the Saskatchewan Government. Here is your baby bonus cheque, given to 
_ you by the dominion.” 


The Cuarrman: That also goes to prove my point. 
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Mes ‘The Cuarrman: Dr. Whitton, the members of the committee join with nay 
Pao Oh SR car thanking you. We were greatly interested in your evidence and I am sure 
_-—-it- is going to be useful to us in the drafting of our -Teport and in atin 
Sah ts Boa a decision. We wish to thank you very deeply. | | 4 


= 


The committee adjourned. 
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MINUTES OF PROCEEDIN GS 


Turspay, May 30, 1950 


t The Joint Committee of the Senate and House of Commons on Old Age 
q Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 
The Senate: Honourable Senators Burke, Fallis, Farquhar, Horner, Vaillan- 
' court. 

The House of Commons: Messrs. Ashbourne, Blair, Brooks, Brown (Essex 
West), Corry, Croll, Ferrie, Fleming, Homuth, Knowles, Laing, Macnaughton, 
_ Robertson, Shaw, Smith (Queens-Shelburne) , Weaver. 


Hon. M. F. Gregg, Minister of Veterans Affairs, was also present. 


In attendance: Mr. Leslie A. Mutch, M.P., Parliamentary Assistant to the 
_ Minister of Veterans Affairs; Colonel F. J. G. Garneau, Chairman, War Veterans 
_ Allowance Board; Dr. G. F. Davidson, Deputy Minister of Welfare; Mr. J. W. 
_ Millard, Director of Research, Department of National Health and Welfare; 
_ Mr. M. W. Sharp, Director, Economie Policy Division, Department of Finance. 


% 


The Chairman submitted to the Committee communications received from 
_ Professor John S. Morgan, of the Canadian Association of Social Workers, and 
d Mr. R. E. G. Davis, of the Canadian Welfare Council, drawing attention to errors 
' in the printed record of their evidence given on May 12, and ‘May 17, respec- 
tively. 

\ 


- . On motion of Mr. Laing, 
Ordered,—That corrections be made in this day’s proceedings. (See 
i“Errata’’). 


hd 
iy, 
| aan 


ie Colonel Garneau presented a brief on “War Veterans’ Allowances in relation 
~ to Universal Pensions”, 


~~ 


k The brief was taken as read and appears in this day’s Minutes of Evidence. 
Mr. Mutch and Colonel Garneau were examined thereon. 

ni _ At 4.45 p.m., proceedings were interrupted by the House of Commons division 
_ bells, and, the witnesses being retired, the Committee suspended its sitting until 
6.15 p.m. 

\ og 

_._-Mr. Sharp was recalled. 

i He submitted a statement supplementary to the one presented on May 24 


_ on “Financing a Program of Old Age Security for Canadians” and was examined 
_ thereon. | 

At 6.00 p.m., witness retired and the Committee adjourned until Wednesday, 
May 31, at 4.30 p.m. 

E ‘ R. ARSENAULT, 

Clerk of the Committee. 
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ERRATA 


Page 702, line 30, add the word “not” between the words “does” and 
“becomes”’, the sentence to read: I think it would be a compulsory scheme in law 
| —that is it would apply to everybody and the compulsion on the self employed 
' person is that if he does not contribute he does not become entitled ‘ 


expectancy of 13 years”. 


Page 712, line 7, for the word “all” substitute the words “not always”, to 
meread:. ...u. “but I think not always for all services”. 


Pages 701, line 44, 703, line 47 and 704, line 17, for the word “Sweden” sub- 
stitute the word ‘‘Denmark”’. 


Page 804, beginning in third line of third paragraph, substitute the 
following: 

; A. We did suggest in one part of the brief that there may be a place 
in a total Canadian system for a supplementary form of insurance wherein 
the Government will not be involved except to facilitate it by some kind 
of central operation. Such a secondary fund might serve to tidy up the 
situation with respect to present industrial pension plans, and we would 
have no objection to it. We feel, however, that the first responsibility of 
the Government should be to see that everyone gets the basic floor which 
we take it would be set at the minimum necessary for health and welfare. 


a Page 812, for eighth paragraph beginning with line 23, substitute the 

following: 

he ~The Witness: It is apparent that more study and exploration are 

e- necessary to find out what sort of test best meets the requirements of this 
particular group. We have made certain suggestions along the lines 

| indicated and I think that is about as far as we can go now. 

te Page 812, for the last paragraph running into page 813, substitute the 

following: | | 

t The Witness: No, our program assumes there will be an effort on 

the part of the Federal Government in the first instance to maintain high 

employment in the country. We know that during the war old people 


Me eo 


PS 


in the labour market, and the unemployable problem largely dis- 
appeared. It was only people who were suffering from some serious 
physical or mental defect who were not drawn into the labour market. 
Another thing we suggest, which involves the co-operation of labour 
unions and employers throughout the country and the Civil Service Com- 
mission as well, is a changed attitude toward the employment of older 
workers. It may be interesting to note with respect to the Civil Service 
Commission that they refuse to take into employment persons beyond a 
certain age. True, the regulations have been relaxed a bit recently but 
they still do not permit taking on persons beyond specified ages for various 
categories of jobs. Under conditions of full employment, and with 
improved employment practices, we think we would be able to reduce the 
number of people in the 65 to 70 group needing a special pension. We 
believe a lot of people in that age group would prefer to go on working 
and that efforts should be made to find useful and profitable employment 
for them. One of the bad features of most pension plans is that they force 
members of this group out of the labour market. 
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Page 818, for seventh paragraph beginning with line 22, substitute the 
following: j | 4 

The Wirness: It means money and the money has got to be raised, — 
but if you ask us how to raise it, there are so many economic and fiscal | 
factors to be reckoned with that we do not feel competent to pass 
judgment. 


Page 818, paragraph 8, delete the first four and a half lines ending with the 
word “citizen” and substitute therefor: q 
I will add this as a footnote: The great strength of the contributory 
program is this: it placese responsibility on the individual citizen. — 


Page 823, beginning in the third line of paragraph two, for witness’ answer, 
substitute the following: ee 
The Witness: No, I think there has been a change in thought through- | 

out the country. Family allowances have been mentioned; they have made — 

an important contribution to social security thinking in this country. I | 
recently heard an American social welfare leader say apropos of.family — 
allowances: ‘You in Canada ‘have skipped the insurance stage.’ We did — 

skip it in our family allowance program and our action in doing so was — 
approved by most people. | 


Page 823, delete paragraph four commencing with the words “The Witness”. 4 


Page 823, fourth line of paragraph five, in the sentence beginning with the — 
words “I think it can be said...... ” delete the words immediately following the — 
word “view” and substitute: “is more or less secondary; if not non-existent it is on 
the decline”. Ae 


Page 824, delete the three first paragraphs, and substitute the following 
paragraph therefor: a 
The Wrrness: Taking everything into account the use of contribu- 

tions earmarked for old age pensions seems to me to be desirable. If, 
however, this method is used I should like to see the bulk of the cost of 

the program secured in this way. : 


Page 824, delete the fifth, sixth and seventh paragraphs beginning with the . 
words “THe Witness” in line 19, up to the words “THe Cuamman” in line 28, 
and substitute the following paragraph. a 

The Wrirness: The answer would depend on how large a proportion — 
of the $385 million required to finance the program could be raised by a 
tax with such a ceiling. 2 


Page 824, delete paragraphs nine, ten, eleven and twelve, and substitute the. 
following three paragraphs therefor: a? 
The Wrrness: There is logic in that. The figure I have here which 

comes from a relatively reliable source is $35.56 a year—I may be wrong 

on this figure but that is what it looks like in my writing—that would | 

be the amount required annually over 40 years to produce an annuity of 

$40 a month at age 70. i 

Miss Govan: I think the figure is $3.52 per month. 3 

The Wrrness: I think that is what it is but even so it is a very small 

amount. It would not be enough to pay the full cost of the scheme; it 
might be impossible therefore to set the limit of $5,000. va 


MINUTES OF EVIDENCE 


| House of CoMMons, 
fs Turspay, May 30, 1950. 


a The Joint Special Committee of the Senate and the House of Commons on 
_ Old Age Security met this day at 4 pm. Hon. Senator J. H. King and Mr. J. 
‘ Lesage (Joint Chairman) were present. Mr. J. Lesage presided. 


The CuarrMAn: Well, Senator King, Senator Fallis and gentlemen, I see a 
— quorum. 
The program for this afternoon is that first we will hear Colonel F. J. G. 
_ Garneau, Chairman of the Veterans’ Allowance Board, and he will be assisted 
_ by our good friend Mr. Leslie Mutch, Parliamentary Assistant to the Minister 
_ of Veterans Affairs, who has been good enough to attend. 
| Now, our intention was to hear you gentlemen for some time and then Mr. 
| ‘Sharp will be in attendance a little later to give to the committee supplementary 
_ information that was requested from him last. week. 
y I have received a letter from the Canadian Welfare Council and also from 
_ the Association of Social Workers of Canada, drawing attention to certain cor- 
_ rections they would like to have made in the record. Their requests will be 
_ noted by the clerk. 
i. Now, Colonel Garneau, would you like to make some opening remarks, or 
_ should we proceed with questions right away? 
i. 
Colonel F. J. G. Garneau, Chairman, War Veterans’ Allowance Board, 
) called: 


Colonel Garneau presented the brief which follows: 


I. 
i - WAR VETERANS’ ALLOWANCE IN RELATION TO UNIVERSAL 
\ PENSIONS 

| ,, 


Fe The War Veterans’ Allowance Act, under which allowances may be paid to 
certain eligible veterans at the age of sixty, or earlier if their physical condition 
i prevents them from earning their own living, was brought into effect by the 
- Canadian Parliament on September 1, 1930. 

Hee The passage of the act followed lengthy studies and consideration which 
- began in 1928 by Parliamentary and other committees of the situation in which 
- many veterans of World War I found themselves as a result of their front line 
service. 
f In effect war veterans’ allowance is an old age pension payable to a veteran 
with service in a theatre of actual war ten years earlier than he would be able to 
_ qualify for the normal old age pension available to all at age seventy. It was 
Boviinanl made available only to ex-servicemen with service in a theatre of actual 
_ war because a great deal of evidence was produced to the effect that the hardships 
_ of front line service, the constant strain to which a man in the trenches was sub- 
jected, brought about premature aging. In the words of a resolution passed by 
the Canadian Legion at that. time the Parliamentary Committee of 1928 recog- 
‘nized “as one of the most serious situations confronting the country generally 
what was referred to as the problem of “broken down or burned-out men” wholly 
or in part non-pensionable. | 
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The object of the legislation was to provide assistance to the aged and/or 
totally incapacitated veteran whose resources or income were insufficient to 
provide for his adequate maintenance. In this will be clearly seen a similarity 
of objective with old age pensions or with any plan to provide pensions for the 
aged. 
: The conditions generally were that the applicant must be over sixty yea 3% 
of age or permanently disabled from a non-pensionable condition, must have had 
service in a theatre of war or have been awarded a disability pension of five 
per cent, or more. Under the act as originally passed in 1930 the rates were 
$20.00 per month for a single veteran and $40.00 per month for a married veteran, — 
Certain additional income was allowed, but with the proviso that the total income — 
with the allowance should not exceed $365.00 per year for single veterans or 
$730.00 per year for those married. 3h a 
Through the years the amount of the allowance and the conditions under — 
which it is granted have been revised and amended according to need but always 
to the advantage of the veteran. In 1936 eligibility was changed to cover those 
reaching 55 years of age and incapable of self-maintenance because of a dis-— 
ability, pre-aging and general unfitness. This change however applied only to 
veterans with service in a theatre of actual war, and it was not until 1946 that | 
those veterans who had not served in a theatre of actual war and whose quali- — 
fications for War Veterans’ Allowance was a disability pension of five per cent — 
or more were brought into this classification. Prior to World War II the 
veterans who benefited by this change were generally in the older age groups, | 
but since World War II it has been of very real benefit to the younger veterans | 
with non-pensionable but serious disabling conditions. 
In 1938 eligibility was again changed to cover those veterans unable to” 
maintain themselves because of a combination of economic handicap and a 
disability. ‘i - 
A second major change in the Act in 1938 brought Canadian veterans of the 
South African War under its provisions. Between 1941 and 1946 many changes — 
were made; allowances for widows, orphans, the North West Field Force and 
dual service were initiated; a supplement to the allowance in needy cases was 
provided; medical treatment for veteran recipients was made available; exemp-— 
tions concerning the allowable income were broadened. A 
Finally the Act was re-written in the form of the War Veterans’ Allowance — 
Act 1946. Since that time the rates have again been increased and at present — 
are $40.41 per month for a single veteran and $70.83 per month for a married | 
veteran. at 
The means test, as it applies to the allowance, has also undergone changes. | 
At present under the Act the recipient may have an equity valued at $4,000, in 
a home in which he resides. He may also have, if single, regular income of 
$125 annually, or, if married, of $250. annually, before any reduction is made in 
the full amount of the allowance. If regular income exceeds this amount the 
amount in excess is deducted from the amount of war veterans’ allowance which — 
the veteran may be paid. a 
In addition to his regular income, which may come from sources such as a 
small disability pension, superannuation, annuities, or regular part-time employ-. 
ment, the veteran may also have casual earnings, but they must be of a casual 
nature and cannot constitute a regular source of revenue. ‘ 
In the Fall and Winter of 1948 and 1949 there was some evidence that 
certain veterans on War Veterans’ Allowance, who had no other income, were 
finding the allowance not adequate to take care of their needs and as a result 
there was pressure for a general increase in the basic rate. It was felt that 
before any increase should be granted the facts should be ascertained and there 
was also a further consideration that the basic rate for War Veterans’ Allowance 
should be comparable to the rate for Old Age Pension. To ascertain the facts 
a survey was made on a very broad scale by the Welfare Division of the Depart- 
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ment of Veterans Affairs. This survey showed that in the majority of cases, 
particularly where the veteran had some other income, War Veterans’ Allowance 
provided: sufficiently for the veteran to maintain himself and his dependents. 
_ However, in about 25 per cent of the cases, particularly those recipients living 
in urban centres where rents were high, it appeared that some additional assis- 
tance was necessary. 

Accordingly, in April 1949 a special assistance fund was set up to provide 
further ‘aid for those allowance recipients who were found to be in particularly 
needy circumstances. From this fund, assistance to the amount of $120 per 
annum for a single veteran, or $180 per annum for a married veteran may be 
granted in addition to the allowances, provided the overall maximum allowable 
income of $610 per annum single, or $1,100 per annum married, is not exceeded. 

Throughout its history the allowance has been a liberalized and accelerated 
old age pension, and the basic consideration has been that the individual is 
awarded War Veterans’ Allowance ‘at an earlier age than he could secure Old 
Age Pension, this because of the fact that his war service did result in his ability 
to earn his own living being terminated before the average termination age. 

‘In ‘considering contributory pension plans the veteran eligible for war vet- 
erans’ ‘allowance may not understand why he should now be asked to contribute 
to provide for himself security which the War Veterans’ Allowance Act already 
offers. 

A further factor in considering the relationship of war veterans’ allowance 
to a contributory old age pension legislation is the fact that the veteran 
recipient of war veterans’ allowance has full eligibility for treatment for any 
condition in a Department of Veterans Affairs hospital. He receives identically 
_ the same treatment as though he were in receipt of a war disability pension 
' and being treated for his pengioned disability. : 

The number of veterans in receipt of war veterans’ allowance is slightly 
over 26,000. This represents less than 2 per cent of the veteran body as a whole 
but represents at least 25 per cent of the veteran body over 60 years of age 
who had meritorious service. World War II veterans alone form, it is believed, 
_ approximately one fifth of the total male Canadian Labour Force; but this 
| is not surprising when it is remembered that approximately 40 per cent of 
_ the male population between the ages of 18 and 45 years served in the Armed 
» Forces. 

F Expenditures for the allowances have gradually increased over the years 

_and for the current year are expected to be almost 22 million dollars. In addition 
to this a further 24 million dollars will be required to meet the amendment 
now before the Commons which will make other British and Allied veterans 
with 20 years residence in Canada eligible for the allowance. The Special Assist- 
ance Fund is expected to require an additional # million dollars. 

An estimate has been made that, based upon present numbers of recipients 
over 70 years of age, a decrease of approximately 34 million dollars would occur 
should an Old Age Pension of $30.00 per month without the means test be 
_ paid to all over 70 and the allowable income ceilings under the War Veterans’ 
- Act remain unchanged. 

In the future the number of veterans receiving these allowances is expected 
to increase considerably since only during this decade will the maximum 
number of W.W.I. veterans reach 60 years of age. Then gradually as old age 
_ takes its toll of the W.W.1.-veteran the W.W.II veterans will take his place in the 
potential number eligible for the allowance. The thirty years between the 
- wars will be reflected in the times at which the peak numbers will be eligible 


| for the allowances so that the W.W.I. peak of the 1950’s will be repeated by a 
_W.W.II peak in the 1980’s. These figures are shown in detail in the appendices 
~ attached. . 
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The anticipated peak of potential eligible Penne of W.W1I will ni éhreel 
times as large as that for W.W.I. This does not mean niecessarily that the. 4 
number of recipients will be three times as large since much will depend upon 
economic conditions at the time that peak is reached. Further we trust that the 
more complete system of rehabilitation carried out after W.W. II as compared ~ 
with that in the post W.W.I. years will enable a greater percentage of the — 
veterans to become satisfactorily established in civil life so that they will not — 
require this type of assistance at the time they reach 50 years of age or more. 

Reference was made previously to the fact that widows became eligible | 4 
for the award between 1943 and 1946. Actually they first became eligible in — 
- 1943 under an Order-in-Council but the provision was incorporated into the — 
War Veterans’ Allowance Act when it was amended in 1946. Prior to thes 
Order-in-Council a great deal of evidence was secured to indicate that the widow _ 
of a veteran who would have been eligible for War Veterans’ Allowance had he 
lived, was suffering hardship as a result of her husband’s death. When the 
Order-i -in-Council was passed and subsequently taken into the Act it made 
the widows eligible on the basis of the service of the husband. In other words, — 
had he been eligible his wife automatically was considered eligible also. a 

In the case of widows and female veterans it should be noted that the age 
of eligibility is 55 years. 


APPENDIX “A” 

NUMBER OF RECIPIENTS OF WAR VETERANS 
ALLOWANCE AS AT 
31 MARCH, 1931-1950 


Year Total Veterans Widows Orphans 
UBS el onl age hee Mea rege Nk Aah FPA EA Ig 2,219 FAV ALLY) ; 
TS Fe os ENGST Re are Se A yg en ae Lg 3,825 3,825 

A saat Mt ce aMe ied sox AG 1edo: (es oS one Re Ee ah easton 4.867 4,867 

HIST Ae ee a eter ame PW cl 1 sg VU gt 5,837 DSor 

LSE Dae MPL ae gr WEG enee eat pi a Rs Aa Shp 7,186 7,186 

BOIS ees aes gee Ves hel dered ann aan ee, Ae Rar 8,820 8.820 

LLU COLA i chet AN OADM RAE NRT ER Yaa Ry Rach 11,306 11,306 

UT Bo oes SE ORE ACU RN AY Sean RO MITE COMMER ety 13,244 13,244 

RU Ne ee REE A a am UN eel oy PP BLE Wo aly 20,010 20,010 Ki : 
MOA Titan ee) Shae fare ally a ee Re ret ey nT Zager PAW ; ore 
UE ID = CNA Em MERE MST np Tag Ane yaa 24,024 24,024 i Se 
He DER ae highs adic Sa poiits Shanes is ie Ep are 24,360 24,360 sie os 
AS 2 Ie Us Ata De Re mR alla ad AW, PIR et 24,192 24,192 - a 
1 EE a CE, Sp OU) ih MERRIE Ye NECA Bae Ral SO ceva DOs 125 23.848 end bd 
Ey pe taeh ht oN mein. aroha Gott ds Ask MO A ee 26,447 24,278 ZIAD 7 Lg 
he GRE Ge CANO, PD eRe MT tPA it seek 28;o12 25,030 3,249 33 
Report. alan, ine Sr dee wae cay Sean: 30.532 26,243 4,243 46 
BUEN Ds ALIEN Es eae GANS Te ire ae Pe PR 28,307 23,397 4,902 58 
BPO Wiis Botte tons Rp Ray iF da te eR Rae aN, 30,283 24,399 5.816 68 
POO ac eNANaS Rot ed ok ee oie! Or 469 are wien 32,707 26,170 6,464 73 


APPENDIX “B” 
ESTIMATED TOTAL W.V.A. RECIPIENTS 
VETERANS WITH MERITORIOUS SERVICE OVER 60 YEARS 
OF AGE—1945-1995 


Year W.W.I. W.W.II Total 
LY UN a ei aU fee wie et, Sian ees 65,481 1,024 66,505 
BUST is. Mieke rc Soe Uae Dene ena 98,673 3.074 101,747 
11S, emi eR awh, fuder es eal. A 136,917 8,370 145,287 
NO a AA ates Phe cin hte ae at ni 156,502 26,914 183,416 
DOGO OL sak. tt, One ee ie eee 122,328 54,827 177,155 
BETO) Smit adits cits eee BETS ty eee 85,279 92,871 178,150 
UO Bs Piinihy ate Saket a al a ae 50,672 153,955 204,627 
DOB se sae et ok. eae aay, eee ae 22,750 248.985 271,735 
BOBS Re A Me Oe ee 5,982 333,567 339,549 aa 
BO 20h. xsccattasa hl Oi. pia oe Ut) 1,500 307,963 309,468. Se 
Oe as a wuts a lncs th st ace enn i! 230,182 230,182 ea 


This table is based upon numbers discharged from the Armed Forces wit My 
meritorious service decreased for death rates according to the Canada Life Tables - 
and does not take into account factors such as emigration, ete. i ae 


OLD AGE SECURITY 1139 


POTENTIAL W.VA. RECIPIENTS-VETERANS GQ YRS PLUS WITH 
AERITORIOUS SERVICE - By Wars - 1930-1995 
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The Wirness: I understand, Mr. Chairman, that everyone has received a 
copy of the brief and also that they have had a chance to read it so I assume 
that it will not be necessary for me to go through it. If there are any questions — 
which members of the committee would like to ask I will do my best to answer 
them. oe 

By Hon. Mr. King: ‘g 

Q. I would like to ask Colonel Garneau a question with regard to the setting — 
up of the War Veterans’ Allowance Board and more particularly with regard to a 
the estimate which was made at the time as to the number of veterans who would _ 
need assistance. I understand that you have a pretty good knowledge of those — 
who served in the war, and that your estimate of those who would need assistance — 
under war veterans’ allowance was remarkably close. I understand also that — 
since that estimate was made there has been an enlargement or extension of — 
those facilities beyond what was contemplated in your original estimate, but that — 
so far as your original estimate is concerned it was pretty close; is that so? — 
—A. Yes sir, and it remained so until new classes were brought. in. ae 

Q. I want to get that point clear, that your estimate was remarkably close | 
until the new factor of the veterans from World War II entered the picture. — 
—A. At the time the original war veterans’ allowance was passed in 1930 it was 
estimated that the need would reach its peak in 1957, and it was estimated that — 
an expenditure of approximately $18 million would be required. Since that time, — 
due to various amendments and conditions, we have now passed that peak of — 
$18 million in the way of expenditures, and as a result of World War II and the 
broadening of the legislation to include widows and other classes of veterans 
since the Act was originally passed, and also the fact that the number of recipients — 
have increased, the figure has gone beyond what we expected. a 

By The Chairman: b 

Q. I understand that what you are worried about is the feeling that some | 
veterans who might later receive veterans’ allowance would not want to take — 
advantage of a contributory system of old age pension—A. There is an impression — 
to that effect, Mr. Chairman, in view of the fact that the veterans consider that ; 
the war veterans’ allowance is, maybe, not a right but a privilege which comes to 
them by virtue of having served in an active theatre of war or as a result of a 
disability received during active service, or something to that effect. Now, | 
beside that war veterans’ allowance there are other provisions made for the 
veterans, special provisions like treatment (that is mentioned I believe in the 
brief) in a departmental hospital or rather hospitals in the care of the department, — 
under the aegis of the department, the same as for war pensioners; and that is a 
privilege that is given them by virtue of the fact that they are recipients of the 
war veterans’ allowance. But my own feeling is that as veterans they feel that 
they belong to a class, to a group of people who have earned a right, possibly IT 
should say a privilege, to receive the war veterans’ allowance. ae 

Q. These allowances are not paid to them as a matter of right, though, _ 
they are paid to them first on a service or health test basis and then on a means — 
test basis, a means test which is a little more generous perhaps than that which — 
applies in the case of our present Old Age Pensions Act, but there is still a means — 
test that applies?—A. There is. : 

(. And if the veteran has income in excess of a certain amount he loses — 
whatever right he might have had to this war veterans’ allowance, isn’t that so? 
—A. Yes, he would not receive any allowance. | Ba 

(. If a veteran is in receipt of a pension which is high enough he would not — 
receive any allowance?—A. No, not if the income from the pension exceeds the 
ceiling or maximum income permissible. ey 

Q. Under the Act.—A. That is true, if his other income is large enough. 

Q. It is a welfare provision, it is an assistance provision, it is not paid as a 
matter of right?—A. No, not if you are taking the same view as the old it: e 
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“pe ision. It is not a matter of right as it is under the present old age pension. 
_ But, as I mentioned before, the effect of active service may mean that he ages ten 
' years earlier in that group, but if he has nothing then he might come under the 
_ old age pension. 

== ba But suppose, for instance, it was the decision of the committee to establish 
g a contributory system, let us say at age 65, the veterans’ allowance would still 
__ apply over and above the amount of the pension received if the pension is not an 
_ amount above the income ceiling provided in your Act? 

| Mr. Murcu: You mean if he were really indigent he could still receive 
__ the old age pension? 

| ~The Cuarrman: Yes. 


a The Witness: You mean at age 70? 

$ The CuHairMAN: I said age 65, or age 70. 

Mr. Murcu: At age 60 he would be entitled to get the war veterans’ 
_ allowance grant without having to consider anything except his service. 

x The CuairMan: That is right. 

_ Mr. Murcu: And then he might be eligible— 

iS The CuHarrman: According to his means, if they are restricted. a 
iE The Witness: He could not get the full veterans’ allowance at the present 
_ time with the old age pension, the one cannot be supplemented by the other. 
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Mr. Croitu: Make that very clear, Mr. Chairman. 


4 By the Chairman: 

‘ Q. At the present time, as I understand it, suppose a man receives the 
_ old age pension in the province of Quebec and he is single he is entitled 
_ under the War Veterans’ Allowance Act to what income ceiling?—A. A single 
_ veteran $610 per annum. 

a — Q. To $610, and let us say he receives under his old age pension benefit 
$480, so he would be entitled to a veterans’ allowance payment of $130?—A. Not 
at present. 

_ Q. No?—A. No, because they could not be paid more than the amount of 
_ the full old age pension under the present Act, under the Old Age Pension Act, 
- and the War Veterans’ Allowance Act does not permit of a grant or supple- 
- mentary payment of the one by the other. 

o Q. Then if he has the one he cannot take the other?—A. He can get either 
_. the old age pension or the war veterans’ allowance, but if there is a margin, 
for instance as you mentioned, you might give him an overpayment of $10; but 
he could not get that and receive the full veterans’ allowance. 

/ The Cuarrman: That is a statutory limitation. 

a Mr. Knowues: Yes. In other words, that is the way the legislation now 
stands. And it would be a matter of government policy to determine whether 
or not a change should be made in the War Veterans’ Allowance Act. 

Mr. Murcu: That is right. 

Mr. Knows: That does make it necessary to reconsider the whole situa- 
tion; particularly if you should have a scheme under which everybody would 
- get $40 a month at age 70; then the War Veterans’ Allowance Board would 
have to consider whether they would supplement it, increase the veterans 
3 allowance for a man who qualified under the “burnt out” conditions. 
Mr. Mutcu: Under the War Veterans’ Allowance Act a man is entitled to 
a fixed amount in the way of allowance, if he is qualified, and the Board may 
supplement his income up to $610 a year; but as to receiving the war veterans 
allowance and the old age pension at the same time, he cannot do that. 

e - The Cuarrman: Now, Colonel Garneau, you said that the veterans would 
object to paying contributions to a contributory system. 
® . 
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The CuarrmMan: Would it still be true if some amendments were made — 

to the War Veterans’ Allowance Act such as Mr. Knowles has just suggested? — 
Mr. Murcu: Mr. Knowles’ suggestion was that the means test would be | 
removed from the old age pension and that it would become a matter of policy — 
as to whether or not the Veterans’ Allowance Board might take the old age © 
pension as it appeared in the picture. I think that is correct. ore 
Mr. Knowues: They might consider it later. ; 
Mr. Murcu: Yes, they might do that. Well to the extent that they con- © 
sidered it, that again becomes a matter of policy for the government of the day. — 
The CHarrMAN: But if there was a change there, there should be no ~ 
objection. q 
Mr. Murcu: There should be no objection if a man can get more money. — 
Mr. Know1iss: Is it not the case at the present time that with such 
taxes that all Canadians are paying, veterans do have a certain special benefit — 
under the War Veterans’ Allowance Act? a 
Mr. Murcu: Yes. . 4 
Mr. Knowues: Would it not be logical rather than worrying about the 
changes we are making to consider carrying forward that same basic principle? — 
In other words, if there is an old age pension payable at a certain age without | 
a means test, with all Canadians paying the additional tax, would it not be the ‘ 
logical thing to carry forward some additional benefit, either by way of getting — 
it earlier or by way of getting an extra amount or by way of getting it through 
the services, or by a combination of these things for the veteran? 3 4 
Mr. Murcu: I presume, Mr. Chairman, that is a matter of policy which — 
would involve changes in the War Veterans’ Allowance Act. 
The CuarrMan: Yes, it would require an amendment to your Act. 
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Bae Oro: B. 
Q. Did I hear you right, Colonel Garneau; did you say that there was some — 
doubt in your mind about veterans not wishing to pay towards a contributory — 
old age pension scheme?—A. I have nothing official on that. 
(. Well?—A. But that is the impression I got from ordinary conversations. — 
Q. Well, just lets see about that. The veteran today, of course, is in 
industry the same as anyone else. You can’t set him apart. And under the — 
present legislation he has nothing to gain; isn’t that his thinking?—A. I think ’ 
So. a 
Q. The one would come to him as a right while the other would come to him > 
as a gift from the government.—A. As a welfare measure. | F 
Q. As a welfare measure, yes; doesn’t that make a difference to the — 
veteran?—A. I am afraid that I would not want to go too far on that matter 
because I am offering only more or less a personal impression without having — 
had a chanee to canvass the situation or discuss it either with officials of the 
department or veterans. tes 
Mr. Crotu: What do you think about that, Mr. Mutch? F 
Mr. Murcu: If I might answer that, again it is ‘a matter of personal opinion, 
but I think as between the old age pension and the war veterans’ allowance it— 
would be slightly to their advantage and they would prefer to take the war 
veterans’ allowance, even though it might be a matter of taking three or four 
dollars a month less. They feel that the old age pension is a matter of charity 
while they feel that they earned the right to the war veterans’ allowance through 
their service in a theatre of actual war and they do not have the reluctance to 
accept the war veterans’ allowance which they sometimes do to accepting the 
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old age pension which they regard as state charity. 
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Mr. Croti: Assume for a moment—lI take these figures out of the air— 
assume for the moment that we decide to pay a $40 allowance—disregarding the 
age limit—$80 for a man and his wife; in the light of that, of course, that 
reluctance of which you spoke would not be so pointed, would it? 

i Mr. Mutcu: Speaking for myself, I would take the extra $10. 

ra Mr. Croui: What I am speaking about is your view from your association 
_ with veterans. Assuming that there is $10 per month, what do you think? Of 
_ course, I suppose you would say you would have to examine your position in the 
_ light of the departmental position. 

|: Mr. Murcu: I think you would have to examine something else. 

4 Mr. Croutu: What? 

_ Mr. Mutcu: Don’t forget this, that under the war veterans’ allowance you 
receive a ten-year break. That has'to be considered. In addition to that, while 
it is true that in some of the provinces the old age pensioner does receive medical 
a care and attention, in other provinces it is not true, and in every case where a 
- man is under the war veterans’ allowance he is entitled to hospitalization and 
_ . treatment. 

E Mr. Crotu: But not his family. 
a Mr. Murcu: But not his family; and he would be unwilling, I think—it 
Ps would depend on his age; if he has reached age 70 when he applies, the next 


_ thing he has to consider is the question of hospitalization and treatment. If he : 


_ is 60, and a man is entitled at age 60, if he is indigent and in such general con- 
_ dition that he can qualify for the war veterans’ allowance, that is if he is not 
_ working and he has lost his capacity to earn. There is nothing to prevent the 
_ veteran qualifying for the war veterans’ allowance at 30, or any other age, 
4 providing he is physically or mentally incapable of earning his living. 

4 Mr. Knowues: Take this case. Supposing we brought in, or the govern- 
_ ment or parliament brought in and old age pension without a means tests, 
: that would put a different colouring on it for the chap under the War Veterans’ 


Allowance Board. You would still have the same kind of provision that you now 


A have with respect to veterans below the old age pension age? 

>. Mr. Movrcu: Yes. 

The CuarrMAan: But they can qualify for it at any age. 

Mr. Knowies: What I am talking about is that this committee may 
_ recommend a pension without a means test at age 70 and with a means test at 
_ age 60, and if that were the case you would still have everybody below 70 and 
_ below 65 to take care of, you would have the same kind of a problem as you 
__ have now of providing an allowance based on subsistence needs; but with respect 
_ to this, where you have an old age pension without a means test, your problem 
~ would be whether or not on a welfare basis to provide an additional amount 
_ which they were entitled to because of their service. 

a Mr. Mutcu: I would make one exception to that, and that is this, that the 
_ Act nowhere professes to be a means of providing an adequate living. We add to 
_ the allowance in some instances to supplement income, but the fact is that the 
_ Act was not set up to provide an adequate standard of living. The Act was set 
_ up to compensate a man who had service in a battle area for the presumption of 
_ ten years pre-aging, as a result of that battle service. In other words, we have 
‘said again and again that this does not aim to provide an adequate income for a 
family. It was never intended that it should be the sole source of income that 
strictly and literally is not the intention of the Act. It has happened in unfor- 
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tunate cases that it is the sole income, and parliament has seen fit to provide for 
further assistance in those cases where hardship is apparent. Parliament has — 
seen fit to supplement the allowance during the last two years, but the principle — 
still stands; that is, to compensate for the presumed ten years premature aging as — 
a result of bettle serv ice; and it is an unfair criticism of the legislation to say — 
that it does not provide ‘adequate living allowance, since it was not primarily — 
designed to do so; and for the great majority of the recipients it is not vee sole 
means of subsistence. q 

Mr. Know es: Your job would still be, if the changes we anticipate were 
made, to supplement the mcome of the veteran who was below minimum age. 
Supplementation for that group would probably have to be greater in extent 
than it would be for the other group and it would be of the means test poncipigs 
of the old age pension, but I do think you would still need to give them some 
supplementation to supplement their earnings. 

Mr. Murcu: That will be a matter of interpretation, as to what might be 
regarded as being adequate. 


Mr. Crotu: You could not possibly maintain your position if we decide i in- 7 
excess of what you now give, and the old age pensioners are getting more than’ j 
the war veterans’ allowance: you cannot possibly maintain that position; and — 
would you, in the light of that, have to re-axamine your position and do some- — 
thing about it? 4 

Mr. Mutcu: As I said a moment ago, that would require an amiendaieall i 
to the Act. if 

Mr. Laine: Mr. Gata I am interested in the means test feature of to 
war veterans’ allowance. We have been discussing various rates of means test 
benefits. How would this apply in the case of the veteran? 


Mr. Murcu: The whole Act is based on the assumption that a man who - 
served in a battle area is ten years prematurely aged. There is that presumption. | a 
Mr. Larne: And there is no health test or anything of that kind? 4 
Mr. Meee If he comes in at, let. us say, age 57, on the grounds that he 
can’t work, then there is a medical examination to decide whether or not a man 
is capable of earning. : 
Mr. Laine: But that applies only in cases under 60? | 
Mr. Mvurcu: Only in cases under 60. If he is over 60 the only, qualification 
is that he must have served in an actual theatre of war, and be in need; then he — 
becomes eligible. ae 
Mr. Latna: Who makes that decision? 


The Wirness: He is examined either by his own family physician or by thes 
nearest district office where he undergoes all necessary examination, some of those — 
examinations are fairly elaborate—if necessary X-rays are taken and blood tests, 
whatever may be called for—without cost to him; then a report is made based on > 
that examination and that is checked over by the medical adviser to the Board © 

who summarizes it and places it before the Board. > 


Mr. Larne: But he can’t go to his own doctor and have his own doctor report 
to the Board? re 


The Witngss: Yes. ay 
Mr. Brown: His own doctor can make the physical examination. ae 
The Wirnuss: But neither the man’s own doctor nor the Board doctor in his . 
own right makes the decision. All cases go through a process of analysis and 
medical examination and reports are made for the use of members of the Board, 
like ourselves, accompanied by an opinion of the examiner who says from the 
technical standpoint whether or not in his opinion the man is capable of working g 
at his normal employment, or something like that. es 


” 
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\ By > Mr. Brown: If there is a conflict of opinion between the Board doctors and 

t Baa doctor does that mean that the man has to come in before a district 
board? 24 

_ The Witness: Yes, it does happen sometimes that the medical examination 

| carried out, even in a regular medical section, seems to be a little sketchy, 
or something like that. 

Mr. Brown: What is done in a case of that kind? 


. The Wirness: The report is sent back and specific information is requested, 
and in some cases we may bring that man in, without cost to him, to the district 
“ office and keep him for two or three days or longer if necessary. 

i. Mr. Laine: And then they have to go before that board regardless of 
| whatever report their own doctor may have made? 


Pia The Witness: Yes, and they are examined very thoroughly and a further 
_ report is submitted to the Board. 
“9 Mr. Brooxs: And if there is any question about the report given by the 


man’s own personal doctor he is brought in to the district office? 


a The Wirness: Yes, and where the case can be handled by the district 
office we prefer to have it done that way because in the district there is usually 
_ a@ hospital and adequate medical and other facilities for examination purposes, 
iN In some cases we find that it is very necessary to bring them in because of some 
_ of the reasons we get from the family physician, his report may be a little 
' bit sketchy in the matter of emphasis, or findings which do not conform in 
_ detail to the. conclusion indicated. 
a Mr. Brooxs: Do you ever question the reports of the family physician? 
' The Wrrnzss: Yes, in some cases particularly that is very important; you 
Brake a case where their recommendation does not appear to be supported by 
“he material in the report itself; for instance let us say they indicate that the 
heart is apparently normal, the lungs are all right, but emphysemia is present— 
- without going into the details. We try to get the whole picture of the man 
p from the report. For instance, they will say the man looked undernourished, but 
he is age 65 or age 67 and weighs 165 pounds; well, that does not seem any 
- too consistent. There are a good many of these little things which are purely 
technical questions. 


. 


By the Chairman: 


Q. I imagine you check the report of the home physician pretty carefully? 
—A. Yes, in the light of the document. We like to get as complete a picture 
as to the condition of the man before his case comes before the Board, that 
all adds up to the general picture. ; 

—  Q. I want to come back now, Colonel, to what you said a moment ago, you 
made a statement which impressed me. As I recall it you said that you were 
under the impression that veterans would object to a contributory system of 
_ old age pensions because they believe that they have a right to this war ‘veterans 
allowance. Now, starting from that basis, supposing that the committee recom- 
-mends the establishment of a contributory system under which the benefits 
_ would be related to the contributions, something along the lines of the system 
in the United States, the O.A.S.I., do you believe that the objection on the 
part of the veterans to paying contributions would be so important that we 
[ would better recommend that all veterans be excluded from the plan?—A. That 
‘is a pretty difficult thing for me to answer. As I say, I haven't got the data, 
I haven’t made a survey, and I have nothing very much on which to base my 
impression, rather my opinion; but from general contact anid conversation with 
veterans in particular, and that only indirectly, the general feeling is that it 
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is a privilege to receive the war veteran’s allowance; bebuuaee as mentioned 
* 


by Mr. Mutch, they feel that they are entitled to or. become eligible for it on 
account of their service, they feel that they have earned it so oe eS art 


Mr. Knowres: At a lower age though. 


Hon. Mr. Krxe: When the bill was up in the House of Commons there was | 
some opposition to it on the grounds that they were providing an old age pension — 
for veterans who had lost their health due to service, and it was made very plain | 
that this allowance was not a pension, there was no disability whatsoever, and — 
there was no justification for calling it an old age pension. The general feeling: 
which prevails among veterans about the war veterans’ allowance, as Colonel — 
Garneau has said, is that it is something which has ‘been earned, but something | ‘ 
which if not a right i is at least a special privilege gained through war service. 

Mr. Homuru: Isn’t this war veterans’ allowance a pension which they earn 
as a right? ; 


. The CHatRMAN: No, no, it is an allowance, not a pension. 


Mr. HomutnH: Well, if they got this old age benefit without a means rae aia ; 
age 70 they would still be able to qualify for the veterans’ allowance, wouldn’t | 
they? ar 


The CHatrman: Yes, under a means test. But that is not what I am diss | 
cussing. I am discussing the objection of veterans who are earning an income 
—of veterans who are employed, contributing to a contributory system of old age 
pensions. That was the first part of my question. 


Mr. Croutu: The answer to that is that in the U.S. millions of veterans in 
common with everybody else have paid it without raising their voice, so that i 1s 
the obvious answer. Let’s get on with this. % 


The CHAIRMAN: Yes, but I wanted to have it on the record. : a 


Mr. Brooxs: I did not understand Colonel Garneau to say that the veteran 
who was not receiving the war veterans’ allowance would object to contributing. — 


The CHatrMAn: Well, if he was receiving the war veterans’ allowance his 
income would be restricted. I do not know how he would contribute.. aos 


Mr. Brooks: He would not be on war veterans’ allowance if he was receiving 
any income. 


The CHatrmMaANn: I do on believe there is any contributory old age pensio! : 
scheme 1 in the world that would consider a means test: allowance, such as the vet- 
erans’ allowance we are talking about, as income which would compel a recipient 


to make contributions. a ; 


Mr. Brooxs: I do not think Colonel Garneau meant that veterans in general 
were objecting. 


" ~ Ju 


The Wirness: No, I had in mind more those who were receiving or were 
about to receive the war veterans’ allowance, in that class from age 60 to age 70. 


A? 
The Cuairman: Then you were not talking about veterans in general. a 
it 


The Witness: No, absolutely not veterans in general, but rather those who 
were in receipt of the war veterans’ allowance at the present time or who vo 
shortly become eligible. I might have made myself a little clearer. I was think- 
ing along the.lines of those who are in the age 60 and age 70 group, and those who 
would be considered to be in that group because of the ten year premature aging 
qualification, and who when approaching a time of need would not come under 
the old age pension. 


The Cuarrman: Well then, what about the veterans who are genera lly 
employed? ae 


ny 
“4 


The Wriryzss: They would not be on war veterans’ allowance. 
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Best’. Mr. FLEMING: Do you not think this statement at the bottom of page 3 of 
» the memorandum makes it clear that he has reference to veterans who are about 
to become eligible for the war veterans’ allowance. 

_ The Cuatrman: About to become eligible? 


) - Mr. Fiemine: Yes, the last paragraph there at the bottom of page 3. 

‘ The CHarnMAN: Yes, what does he mean by: “about to become eligible”? 
|. Mr. Murcu: Might I just add a sentence or two? If you are going to deal 
§ with the whole veteran body I think it is perfectly fair to say, as Mr. Croll sug- 
_ gested a moment ago, that the veterans who are re-established and are leading 
__ their own life, and expect subject to those unforeseen circumstances which arise in 
__ the life of everyone, to be able to take care of themselves and their families, would 
| be in favour of contributing. They would be in a group which would be actively 
' considering security of some sort for themselves. Having in front of them the 
__ type of security which is given by this legislation I think they might be expected 
_ to contribute up to the period of time when they could get this old age pension as 
of right. With respect to this other group, the prematurely aged, who could 
- expect to qualify for war veterans’ allowance at age 60, I think it is equally 
- reasonable to assume that they would not be so interested in contributing, during 
_ their remaining active years. 

: ‘Mr. Homurn: If they were employed they would not mind contributing. 


7 Mr. Crotu: Now, look, when you say they are employed—they would not 
get the war veterans’ allowance if they were employed. 


Mr. Moron: If they are not recipients. 
Mr. Crotu: Everyone knows that “recipient” means that they are the 


4 recipient of the allowance and are getting $620 a year, and I assure you that this 
- committee will never start taxing at $620. 


Mr. Knowuss: No, the most conservative suggestion would not start there. 


i . 


. Mr. Crou: No, we would not start taxing at $620. We are going to give 
_ &man enough to live on before we start taxing him. | 
The Cuarmman: That was the second point that I wanted to get clear in 


™~ 


TOES 


my mind. 
a My. Fiemina: I keep harping back to that sentence at the bottom of page 3. 
On what do you base that statement? Has there been any kind of a survey 
made? 

_The Wirness: No sir, there has not been any survey made that I know 
of, it was more, may I say, an expression of feeling that the veteran might 
ec understand why he would not be asked to contribute to that when he was 
_ to get the other free by virtue of his service. 


Mr. Fiemine: That is given to him if he were not exempt by reason of 
omething. 4 


_ The Wirness: Pardon me? 
Mr. Fieminea: If they were not exempt for some reason or other. 
The Wrrness: Yes. 


s _ The Cuarrman: I wish to thank you very much, Colonel Garneau, on behalf 
_ of the members of the committee for your appearance here today. 
a 


4 Mr. Fleming had a question which he wanted to ask Dr. Davidson and I 
_ think it would be a good thing if he were to put that on the record now. 


Mr. Fiemine: Mr. Chairman, Dr. Davidson is coming back to us later this 
week with certain additional material. I spoke to you earlier, Dr. Davidson, 
about certain further information that I wanted to obtain, and it may take a 
little time to prepare it. The question was with respect to other social security 
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payments that might be competing pee any plan for aHoreneet benedts to. 
aged persons. I would like to obtain whatever information is available con~ a 
cerning the number of persons who would come within the category of those | 
incapacitated from working either by reason of becoming crippled or mentally | 
. incapacitated or for other causes, who would qualify if there were provision © 
for such a pension on a means test basis. I understand there may be some ~ 
difficulty in getting anything like exact figures, but I would ask you to bring © 
us whatever estimate you are able to make, or the best figures you can get; and, 
also, the best figures on the cost of providing pensions of various kinds for such ~ 
persons on a means test basis. 


Dr. Davipson: Mr. Chairman, am I correct in my understanding of the ; 
question, that Mr. Fleming is limiting his request as to the area of disability? — 


Mr. Fiemine: Not necessarily; but in view of the fact that the question 
has been raised I would like to have such data as may be available on it;‘and ~ 
I would also like to have information about the cost of carrying the other forms — 
of social security which have been mentioned here several times, health benefits. — 


Dr. Davinson: Mr. Chairman, in reply to Mr. Fleming, may I say with — 
regard to this matter of estimating disability benefits that it is very difficult — 
because so much depends on your definition of disability; whether you mean total — 
and permanent disability, or what categories you would bring in to the concept — 
of disability pensions. I think we can give you something on that. It will be 
the best it is possible for us to give you in the time at our disposal. As far — 
as any of the other programs are concerned I would take it that it would be — 
useful to the committee if I were to bring forward in connection with health - 
benefits, for example, data relating to the dominion-provincial proposals in 1945 | 
in regard to health insurance. I can give you the estimates made at that time — 
in regard to the nature of social security or social welfare measures that were — 
before us for consideration at that time as part of the total dominion-provincial — 
picture. a 

Mr. Fiemine: I think that would be very helpful. You will remember the q | 
provisions existing—for instance, advocated as public assistance; but they were © 
given a higher rating than the increase for the old age benefit. T would like to a | 
get the information available on that. I appreciate that it is difficult to get — 
exact figures on this but it is a matter that should be before the committee. — 
Whatever information is available should be furnished to us. 


The CHatrMAN: I believe that Dr. Davidson is sufficiently acquainted with : 
what you want and that he may be relied upon to produce all the informauas ‘ 
that is available. a 

I will now call Mr. Sharp. 


1 
1 


Mr. Mitchell W. Sharp, Director, Economic Policy Division, Deparig q 
ment of Finance, recalled: 
The CuairMan: I understand that you are providing us with some data’ 
that was requested last week when you appeared before the committee. Would 
you like to give that to us now? : a 


The Wirness: Yes, Mr. Chairman, I have prepared ae supplementary y 
document. | 


The CuarirMAN: Should we put it in the record at this point? 
Some Hon. Mempers: Agreed. “ae 
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9 eto: a Bee of Old Age Ba Ot for Conan 
: _ (Prepared by the Department of Finance) 


‘The Committee asked for certain information to supplement Table. VIL 
DE ocacine. on page 9. In order to facilitate comparison the table is Teprodiged a, g i 
t Pa including the additional estimates as requested. 
ve 


TABLE MAES y 


Menta) levies on personal income (assuming exteot collection) 
each 1% tax on personal income © 


(millions of dollars) 


No Mi EIN, j ‘ $25 
Maximum Mazrimum Mazrimum 


¥ Alt income..... . 92-3 81-3 " 


| Deductible Exemptions 
All income less $250 : 80-2 
All income less $500 . 67-5 
All income less : 
$500 (s) $1,000 (m); 
and $100 (d) 
_ All income less 
$750 (s) $1,250 (m); 
hes and $ (d ) 
+o AM eee nies 
$750 (9 $1,500 (m); 
and $100 (d ) 


- Exclusions 
All income less 
~All income less 
All income less $1,000 
» All income less 
$500 () 5 $1,000 (m) ; 
. and $100 (d ) 
_ All income “a 
$750 (8) 5 $1,250 (m); 
and $100 (d ) 


All income ees 
= $750 (s) 5 $1, 500 (m) ; 
ke $100 (d) 75-1 64-4 


; : 
7 b 
i. 
Pe - 
* = 


i. 


ae m Ta re ‘ Ev: 


ori 


aA 
.e 


‘ 


i 


we 


Bens: 
’ 7 


Ne 
7 
7 J 
¥ 
TS 


= ; 
> es 


“7 
Singer “ab Exclusion means that persons with incomes equal to or less than the. ‘amount 
e of the exclusion (say, $500) are not subject to tax. Persons with incomes _ 
above the amount are subject in full (except for “notch” provision). Thus er 
the exclusion is NOT the same as a deductible exemption. ih ee 


2. s (for persons taxed as single persons) 
m (for persons ‘taxed as married persons) 
d (for each person dependent on the taxpayer). 


T The Peis, of Perfect Collection Re 
< Attention is again drawn to the paragraphs appearing under this heading — sa: ; 
on page 9 of the original submission. These are not “realistic” estimates. In ae 
the absence of adequate facts and experience as to probable collection of a levy “Ties 

of this kind, puney. assume perfect collection. : 


Xo te re “multiplication” of above estimates 


‘The estimates appearing under the headings “no maximum” may be multi- he 
lied directly to obtain the theoretical yield of a levy at a rate higher than 1%. 

or example, the yield of a 2% levy, assuming perfect collection without exemp-_ ‘ 

on 01 "exclusion, would be twice $100 million, or $200 million. The only pics ; 
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fication is that if individuals with certain incomes are excluded, the solution of — 
the “notch” problem involves losses which become greater as the height of the | 
levy increases. BRC RY. Ves oe 
_ The same process cannot be followed with respect to the estimates appearing ; 
under the headings “$50 Maximum” and “$25 Maximum”. ear as a 
: It is necessary to double the maximum as well as the rate in order to double ~ 
the yield. In other words, if a 2% rate is used, the yield appearing under the 
heading “$50 maximum” will not be doubled unless the maximum is also raised 
to $100. ‘ 


a 
In Reply to Question from Mr. C. A. D. Cannon, M.P.: xf 


INCOME CLASSIFICATION OF PERSONS 65 YEARS 


OR MORE, 1948 INCOME a 
On the basis of a 10% sample it would appear that of the 18,930 taxpayers a 
in Toronto who claimed special exemption on account of being 65 years of age — 
or more: val 


34% or 6370 had incomes less exemptions* of less than $ 500 7 
93 on AZ OG me i i between $ 500—1000 F 
POI OTOL, f i : ¢ 1000—1500 
7% bc 1440 ¢ (a 66 in os a4 a 1500—2000 
Dee ALOOK Chik < in excess of —2000 


2 . . vi . aq i 23 4 
* Declared incomes less single and marital exemptions, exemptions for dependents, and — 
special exemption for those over 65. 


These exemptions were (1948): 


nies ache 20°) KORUE <5 BANE CRAMP TEN ae Ope NAc uti Mie gilt ARE eA MTA gabe ECT te Tor od as DN) $ 750 
RO IM AT EIGE BUA TUS,, ill Wye wil mente saan ie RRR ie eae tee eit Wen tt dale 41500 
Mor wehild! of family tallow anew awe: iis sumone mea tk eee ee ee gear 100 
Bor child' ‘over: family allowances agers. |e Bolas woaenu aan en vate ee a 300 
Por persis: Over GD Gyears. Of dated eects kin 4 tan eee. ee ee Mere RTE Pa 500 


No deduction has been made for charitable donations or medical expenses. 


85,720 individuals throughout Canada claimed the special exemption on — 
account of being 65 years of age or more in respect of their 1948 income. iF) 
If the Toronto sample is representative— and. it probably overstates the 
incomes of all taxpayers in Canada over 65—the distribution of the 85,720 — 


individual taxpayers according to incomes less exemptions would be as follows: 
‘ “ae 


> Less than BD DOO as hein edecacais boss Uranbnaes «yore er SOLD ee 
Between D300 LOO! eae OES AOA tee oes 19,716 fe 
* LOOT SOO Sy oes Satthn oe Ve tn ae tone 10,286 
. BL DOO= R200G os ais sue hear tla ina ea 6,000 
Over YAU 0 Ue ee ten ty sian hernia | satan | 20,573 wt 


Fon. Mr. Farquuar: Mr. Chairman, are you through with the brief in 
connection with veterans’ allowances? ae 


The CHAtRMAN: Yes. ae 


The Wirness: Mr. Chairman, I have put together in this supplementary 
document the answers to certain questions asked by members of the committee. 
The first table refers to the original document and it gives a longer table of the 
theoretical yield from special levies on personal income. I could have entered it 
simply in the form of additional information but I thought it best to reproduce 
the table in full with additional lines added at the bottom to the appropriate 
parts of the table. For example, in the original document, the deducti 
exemption only extended down as far as incomes of less than $500, and the 
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clusions. only went down as far as the income of persons who had less than 
— B1,000. — shave added in what I understand to be the additional information 
|. requested by members of the committee. I also added one note the substance of 
| 7 which is in the original document about the assumption of perfect collection. 
| These are not estimates of how much will be collected but of how much would be 
_ collected if you collected every dollar which was taxable. It is not realistic to 
Boxe ect to collect every dollar. Secondly, I added an explanation which was 
— omitted from the previous document relating to the question asked by Mr, 
| Fleming about the calculation of the yield of a rate of tax higher than 1 per cent 


/ where there are maxima of $50 and $25. 


- to get that down? 


a _ The Wirness: Yes. The second table is in answer to a question submitted 


! — Mr. Fremrine: Would you put it a little more slowly, we have not been able 


i government annuities. I understand a witness will be appearing later who will 
_be better.able to provide that information than I could. 


The CHatrman: Mr. MacNamara, the deputy minister of labour will be 
_ here on Thursday morning. 


i ~The Wirness: You will observe that the only information we have as to 


r 
ea 


" the income of persons 65 years of age and over is obtained from the sample 
| 10 per cent of the individual taxpayers in Toronto. I took the liberty of 
blowing up those figures as being at least representative of Toronto taxpayers of 


| that age. Iam not so sure that they are representative of all Canadian taxpayers 


_ taxable incomes less than $500, of $500 to $1,000, $1,000 to $1,500, and $1,500 to 
_ $2,000, and over $2,000. | 


By the Chairman: 


.  Q. What about the people of 70 years of age and over? Would it only 
_ be a guess?—A. People 70 years of age and over comprise about 60 per cent 
_ of the population of those 65.and over. We do not know whether their incomes 
_ are distributed in the same manner as the whole population. 

i 

| By Mr. Fleming: 

~.  Q. It would be very difficult to isolate those cases because when you call 
for the date of birth of persons of 65 years of age you have to go through all 
_ the returns to get it. There are no statistics of that kind prepared—A. As a 
_ matter of fact there was none prepared until we had this sample taken. * ; 
_. Q. We can assume that the percentage of those earning income would be 


By the Chairman: 


07 er-all payment of $40 pension without a means test for people 70 and over, and 
‘suppose their income tax exemption was cut down to a level of $500, about what 
would be the recovery?—A. Since I appeared before the committee a week 
ago we have been doing some further investigation but we have not produced 
very satisfactory results. This is an extremely difficult question. I would 
venture to say that if a pension of $480 a year were paid to everyone of 65 years 
of age and over, and it were subject to the income tax with present exemptions, 
the recovery would not exceed $10 million. 
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P> by Mr. Cannon. Mr. Cannon also asked for some further information about - 


Is of that age; but I do give some figures to show what percentage would have ~ 


= -Q. You could not guess how much you would recover? Suppose there is an 
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enormous. . 
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»—A. No, over 69. é “q 
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By Mr. Croll: | ie 0 RR ee ed ee 
Q. What is the expenditure; what have you in mind?—A. It would be 


~* #0 


The CHarrMAN: $630 million. 

By Mr. Croll: = 

Q. Related to that would be $10 million as against payment of $630. 

million approximately. Is that right?—A. That is right. a 
-Q. Can you relate it?—A. We did try to make some estimates, with a 


lower exemption, but I would not like to put forward any firm figure. 


a 
= 


By Mr. Cannon: ; a 
Q. Is not that estimate of $10 million for taxpayers over 70 years of age? 


i \ Pa 2 


By Mr. Shaw: a 

Q. To what would it have to be amended in order to recover the entire 
amount as they did in family allowances?—A. Some of the answer appears 
in the information which I have tabled here. There are approximately 1,025,000 
people who are 65 years of age and over; and of them 85,720 paid taxes in| 
1948. These figures appear on the last page. a 
By Mr. Fleming: | aa 

Q. That would be about 6 per cent, would it not?—A. It is only 6 “per 
cent but you would recover all the pension from those individuals. Supposing | 
the full amount of the pension to be recovered from the individuals who pay 
income tax. a 

f 


J 


By Mr. Cannon: | or. 

Q. Suppose the full amount was recovered from individuals who pay 
‘ncome tax on taxable incomes of over $500?—A. That would reduce the 
amount. . a 
Q. You would have to take that ficure of 82,720 and deduct the 29,145 who 
pay on less than $500 taxable income, would you not?—A. That is right. 4 
Q. So you have there approximately 55,000 people; you multiply that 
55,000 by the amount of the old age pension— —A. $480, — Ca 
Q. And you get the figure. oF 
Mr. Fieminc: It would come down to 5 per cent of the population over 

70 years of age and over. 
By the Chairman: i 

Q. Yes, 5 per cent; and it would be only 3 per cent of the population over 

70 years of age—aA. It is necessary to put in one or two qualifications here 
And this illustrates the difficulty of the problem. When you do pay pensions 
you raise incomes. aa 
ey 

By Mr. Fleming: , 
Q. That is why I could not understand your previous answer. I thought 
_ that when Mr. Cannon spoke up you were going to raise that point because 
obviously it is not fair to apply the present tax rate base over 70, if you: re 
going to pay a pension.—A. It has been estimated that the cost of the present 
special exemption for persons 65 and over is in the order of $6 million to $7 
million. That is why I put the figure up to about 10 per cent, perhaps, as 
being the amount of recovery, if you now add $500 a year to everyone’s income 
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| a Q. And then tax the whole thing?—A. That is right, tax the pension 
_ itself, that is, at existing rates of taxes. 
Zl Q. At existing rates of taxes?—A. Oh, yes. 


an 
¥ 


By the Chairman: 
Q. You mean at existing levels?—A. Exactly. 
y Q. Because if you lower the levels of exemption, you would recover much 
more, would you not?—A. Of course. That changes the problem entirely. 
* By Mr. Cannon: 
a4 Q. I made a calculation and I find that if you figure there are 55,000 people 
who pay income tax on taxable incomes of over $500 and who would have to 
return their $480 old age pension, you get a total of $26 million, That is not 
an awful lot when you are dealing with $600 million or $650 million. 


Mr. Fiemine: They won’t return the full amount. 


a 


_ old age pension, working on the theory that if they have over that income 
- they would not need old age pensions. 


d 


exemption? He will be better off than the one who has $500? 


a Mr. Cannon: He will get his pension and he will pay income tax. 


By Mr. Fleming: ; ; 

_. Q. Mr. Sharp’s answer is put on the basis of the maintenance of the present 
rates of taxation, not on the basis of 100 per cent tax on the pension received 
in this way.—A. There were two questions asked. The first question was: 
_ How much would be recovered if these pensions were subject to tax? I suggested 
_ that perhaps $10 million was a reasonable figure. I assumed the present exemp- 

tions and present rates of tax. Mr. Cannon was interested in another point. 
_ He said: Suppose we have a special system of taxation applying to the old age 
pensions and we tax back the full amount of the pension on everyone who has 
$500 taxable income. 


a By Mr. Cannon: 
Q. It would mean $26 million approximately ?—A. I would add a qualifica- 


more if you tax back 100 per cent. 

{ : By the Chairman: 

’ Q. There is no possibility, is there, of giving us figures for a lowering of 
the exemption in that case? That is what you are doing for family allowances? 
the exemption instead of being $400 per child, when the wife receives family 


exemption for a benefit, on the average, of $72 a year. That is right, is it 
not?—A. That is right. ads 

. Q. The benefit is only 4 of the extent to which the exemption is lowered?— 
A. I do not know how much recovery results from that process. Various 
estimates have been made. Perhaps the figure lies between $35 million and 
— $50 million. 

—  Q. As much as that?—A. Yes. ae 

Q. With total payments of family allowances of less than $300 million? 
Dr. Davison: I have made some calculations on my own, but they have 
no particular validity, I can assure you. The calculations I made indicated 


e Mr. Cannon: That is my idea. Anybody paying income tax on more > 
than $500 taxable income after exemptions would return the full amount of the 


- The CuarrMan: What about the one who has $400 income over the actual 


tion: that incomes would be going up by $500, so the recovery would be somewhat r 


_ allowances, is only $150. That is to say, a reduction of $250 in the level of 


a ee ee ee SS lL , » 


a) ah i ti Se irra sare): a Spree co Bs seer i o As Nal , ; ‘ reas alee aft ne Weer, E ayay 
re See Bi A Se A deAL IOS vy Ex ahi de rns ts Sea Be ie tial eh ae ee mar Vee Arid ie 2 an 
rash ahs Ae - ys FFs Beh Geen Carn eo aor nae 

; ; ij ae a Dase, x if Nia -, uae’ els 28 ued: 

1154 “JOINT comair EB ene ee oe Ree et 
“i oe ite: 

Pe 


Ais 

APP fae the first two years of family alls wetiie he recovery was in thie! yen: ae 
of $15 million; and while it is'more difficult to recuperate in the last two years, ny 
my firm ole iohion is that the recovery now is still about the same order. 
Mr. Fuemine: On that point, prior to the change in the family allowances _ 
at the time they were universal in 1946, the breaking point up to that time was 
an income of $2,900, was it not? “ql 


Dr. Davipson: $3,000 the first year, and $3,600 the second year. 


Mr. Crotu: The breaking point was when you got the money. That was 
the difficulty. 

Mr. Fuemine: I gather that Mr. Sharp has been seeking to help us. I take 
it that he can go this far: if you maintain present rates of, taxation with present 
exemptions you can expect to collect about $10 million from those 3 in the 65 year 
and over bracket. 


Mr. Crotu: At 65 years of age. 


By Mr. Fleming: 


Q. Yes, and if it were 70 years of age, presumably it would not Dye more | 
than 60 per cent of that; it may be about one half?—A. Yes. , 

Q. Is there anything more you can draw out of these studies which will 
assist us?—A. Not without further work. This is an extremely complicated 
question. The information we have on the distribution of income by ages is © 
virtually negligible. a 

Q. Upon what studies was the statement based in the Green Book Proposals _ 
of 1945, that there would be a specific recovery from those 70 and over who 
received a pension without the means test, and who are in the taxable category? 
Were there any studies made at that time?-_A, There probably were but I did © 
not take part in them. Oe 

Q. You do not know who made them?—A. Not off- hand, no. 

Q. Would Dr. Davidson know, perhaps? 


Dr. Davinson: I doubt AW i there was any precise estimate EA about | 
recuperation. At the time the Green Book was discussing a pension bill in the ~ 
order of $220 million. Wartime tax rates were in effect which would have meant. ~ 
a substantially higher amount of recuperation, that is at that time, than would ~ 
be the case if the recuperating base were put into effect today. But in the 
general statements which may appear in the text of the proposals I am nov 2 
aware of any precise calculations having been attempted. 


By Mr. Fleming: 
@. Unless we are going to make a special category of those 70 and over — 
in order to reduce their exemption, it does not look as if there is very much in 
this for the tax gatherer, if you make it a universal pension at 70 and over.— — 
A. That is my judgment, and that unless there are changes in the system of 
taxation, recoveries won’t be very large. ‘ig 
Cy. That would make a special class of those 70 and over on a less 
favourable exemption basis than those who were under 70? There would be — 
some increase in recovery if the special exemption which is now accorded to. 
persons 65 and over were withdrawn for those who received pension, 3 
The CHarrMAN: You can only guess what it would be anyway. 4 
Hon. Mr. Horner: You are now referring to the $500 deduction at age 657 
The CHAtRMAN: That is right. ‘a 


By Mr. Knowles: er 


Q. Is it not correct that the reference which is ada to a oes recite 
is made with the thought of its psychological value rather than with the thought: — 
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of its producing a large sum by way of revenue? Would not the millionaire say 
that he pays a fair chunk of this tax now, and that the amount which is left 
_ to him is a mere drop in the bucket anyway?—A. I take it that in individual 
- eases there would be substantial recovery. But taking all the pensioners, the 
amount recovered from them would not be very significant. 

_ Mr. Fiemine: It is a very formidable problem to pay pensions to people 
_ over 70 who may also be in receipt of income which is ample for their needs. 


pay it to 99 who do. 


. Mr. ‘Crotzt: We are not going to recover very much from either the witness 


or from taxation. | | 
_ The Cuarrman: Are -there any other questions now that we have Mr, Sharp 
_ with us? Are there any other questions on this point, gentlemen? | 
‘o Mr. Laine: Is Mr. Sharp going to give us some more information? 
The CuatrMan: The information which Mr. Sharp is to get is in answer to 


_ individual submissions made ‘by members of the committee, and it is going to be — 


_ studied during “in camera” sessions next week. 
_ The Wrrness: I have certain information. 


By Mr. Croll: 
Q. On the cost of exemptions?—A. I have here some figures on the amount 


of deductions claimed by taxpayers in respect of pension fund deductions in — 


the three years 1946, 1947, and 1948. The amount claimed by individual 
_ taxpayers in 1946 against their taxable income was approximately $39 million. 

In 1947 it was $51,200,000; and in 1948, according to preliminary figures, it was 
_ $67,500,000. That was the amount claimed only by individual taxpayers. It 
- does not of course include the amounts which may have been claimed by non- 

taxpayers which may have helped to put them under the taxable level; nor 
_ does it of course include the amounts that might have been claimed by the 
- individual who did not file an income tax form at all because he was completely 
free of tax. So that is only the amount claimed by taxpayers as such. 

* It is very difficult to know what the cost of these deductions would be to 
_ the Treasury, ‘but I think that a marginal rate of tax in 1948 of around 20 per. 
cent is reasonable. In other words, if you consider this as the top part of the 
income, then the cost of it is around 20 per cent of the amount claimed in 1948. 

Today the cost of that deduction would be somewhat less because the over- 
all marginal rate of tax is somewhat less than 20 per cent, perhaps it is around 
17 per cent for-those individuals who would be claiming it. I also obtained some 
_informaton as to the amount of pension fund payments claimed by corporations. 
This information is not in the best possible form; but in 1946 companies that 
made profits claimed $45,500,000 approximately as pension fund payments. In 
1947 all companies, both those which made a profit and those which met a loss 
claimed $51,700,000; and in 1948 according to preliminary figures, companies 
which made a profit and companies which met a loss claimed $65,500,000 
_ approximately. 

_ Now there are certain qualifications which I have to make about those 
figures. In the first place, in 1946 the figure includes the amount claimed or 
charged by banks and insurance companies; but for the final two years that 
information is not yet available. It is not tabulated at least in a form we could 
get access to; so that the figures for 1947 and 1948 understate the total amount. 


Mr. Crotu: Do you know how much it was in 1946? 
3 Mr. Fitemina: It was approximately $2,200,000. 


_ The Wirness: Those are the figures I was able to get. And if you want to 
get the cost in 1948, recall that the corporation tax was 30 per cent; so that you 
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Mr. Knowtes: Better to pay it to one who does not need it than not to” 
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figure of deductions. © | ay 
Mr. Ferris: I would like to get at this figure of 85,000. Suppose you pay 
a pension of $50 a month and then you take $40 a month and put on top of that— — 
The Cuatrman: Mr. Ferrie, is your question on the figures which were just — 
given by the witness? | | a 
Mr. Ferrie: I think so. 
The CuairMan: I was wondering. We could come back to it a little later, — 
because there are some questions on the private pension schemes. 


can get approximately the cost in tax terms by taking about 30 per cent of the 4 


4 


x 


e 


By Mr. Laing: 

Q. What have you to say about the contribution of the federal government — 

to civil service superannuation?—A. I am sorry but I have not got that informa- — 
tion. I must have overlooked your question. But I can easily get it. 4 
Mr. Freminc: Would you be good enough to include the other things? There a 

are some crown corporations as well ‘but they may not be directly in the civil | 
service superannuation fund. a 
The Cuarrman: Are there any other questions on this? Now, Mr. Ferrie, 4 
you may raise your question. a 
Mr. Ferrie: Thank you. Itis all right. 

By Mr. Laing: q 

Q. This is growing at a terrific rate. In three years it is a very significant — 
figure.—A. These are very significant figures. } 
Mr. Crouu: I think it is a very good thing. I would like to see that figure ~ 


twice as much without disturbing it. 


By Mr. Fleming: F 
Q. You have a figure of personal contributions and employers contribution — 

of about $125 million a year now as reported to the Department of National — 
Revenue, which are put into private pensions schemes; and that represents about — 
$35 million a year to the treasury in tax loss as a result of exemptions?—A. Yes, 
except to the extent that when the pensions are paid they are taxable. 4 
Q. Yes, they become part of the taxable income.—A. When they are paid, — 

if they are high enough to be taxable. a 


By Mr. Laing: Lamia: ; g 

Q. What proportion do you think would be taxable? Would your yield be 

of the mature of the thing we have -been discussing?—A. Yes. These 85,000 
taxpayers of course are taxpayers now. Presumably to the extent. that people 
protect themselves in one form or another by pension plans, the number of 
a 

Q. I am not critical of this trend at all. I merely point out that this is 3 
something of concern to many people. All taxpayers are contributing to these 
pensions but only a very small proportion receive the benefits. There is this’ 
loss to the treasury. Everybody is contributing towards it. The farmer or the 
self-employed person is complaining that he is not getting the benefit of this 
present scheme although he is contributing. _ 
By Mr. Fleming: . 

Q. You have figures of the number of individuals embraced in the scheme. 
We had figures at an earlier stage, and I wondered how your figures compared 
Sale : 
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with those which we had earlier. The number of individuals covered by this 
_ scheme is reflected in the returns to the Department of National Revenue — 
_ A. I assume so; and when the Department of Labour made their survey, they 
_ had access to those figures. I have no independent calculations. 


Mr. Know tess: Mr. Willard has those figures, Mr. Chairman. 


The CHAmRMAN: We shall adjourn, gentlemen; and tomorrow we shall meet 
- at 4:30 p.m. only, on account of the reception to be given to the Prime Minister 
* of Pakistan. 


—The committee adjourned. 
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MINUTES OF PROCEEDINGS 
Wepnespay, May 31, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 4:30 pm. Honourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 
The Senate: Honourable Senators Fallis, Horner, Vaillancourt. 


Shelburne), Weaver, Welbourn. 


7 In attendance: Mr. F. P. Varcoe, K. C., Deputy Minister of Justice, and 
_ Dr. G. F. Davidson, Deputy Minister of Welfare. 


- Mr. Varcoe presented a memorandum in the form ofa letter to the Chairman, 
_ submitting his opinion on certain constitutional questions referred to him 
by some members of the committee. 


‘ Mr. Varcoe’s memorandum together with attached extracts from the 
- judgment of the Privy Council dated January 28, 1937, on the validity of the 
~ Employment and Social Insurance Act of 1935 (Judgment delivered by Lord 
_ Atkin), was taken as read and ordered printed in the Minutes of Evidence. 


Examination of Mr. Varcoe followed. 


The Chairman laid on the table submissions received from: 
(a) La Confédération des Travailleurs Catholiques du es ing 
(Catholic Workers’ Confederation of Canada) 


(b) The Canadian Association of Incurables. 
On motion of Mr. Croll. 


a Ordered,—That these submissions be printed in Appendix to this day’s 
_ Minutes of Proceedings and Evidence. (See Appendices “A” and “B”.) 


R. ARSENAULT 
Clerk of 'the Committee. 
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The House of Commons: Messrs. Ashbourne, Blair, Brooks, Brown 
(Essex West), Cannon, Corry, Cote (Verdun-La Salle), Courtemanche, Croll, 
Fleming, Homuth, Knowles, Laing, Dieta ah Robertson, Smith ( Queens- 


The Committee then adjourned until Thursday, June 1, at 11:30 am. — 
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MINUTES OF EVIDENCE 


g House or Commons, 
- Wepnespay, May 31, 1950. 


The Joint Special Committee of the Senate and the House of Commons 
on Old Age Security met this day at 4.30 p.m. Hon. Senator J. H. King and 
Mr. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CHARMAN: Senator King, Senator Fallis and gentlemen, Mr. Varcoe, 
_ the Deputy Minister of Justice, was good enough to answer certain questions 
that were asked of him by your chairman and by Mr. Fleming. The answer 


that he sent me was distributed to the members of the committee this morning, 


together with extracts of a judgment of the Privy Council, to which judgment 
_ Mr. Varco referred in his letter to me. I believe all members of the committee have 
read the letter and the judgment. They will appear at this point in the record. 


™ 


DEPARTMENT OF JUSTICE 


, OFFICE OF THE Deputy MInIsSTER 
ql Orrawa, May 30, 1950. 
_ Jean Lesace, Esq., M.P., 

~ Chairman, Joint Committee on Old Age Security, 

House of Commons, 

— Ottawa. 


_ Dear Mr. Lesace: 
y You have asked my opinion on a number of questions relating to the 


authority of Parliament to enact legislation for the raising of moneys to pay 


¥ old age pensions, and also relating to the effect of agreements with provincial 
governments with regard to old age pensions in such schemes. You have also 

_ referred to me certain questions raised by Mr. Donald Fleming, M.P., om the 

- same subjects. I set out below the questions and my answers to them. I reserve 
the question of provincial agreements or participation which you have asked in 

connection with each question until after I have answered your questions as to 
the authority of Parliament. 

q Question 1: Can the Federal Government impose a universal system of old 
age security derived from general revenue? I understand your question con- 
- templates payment of a universal no-means test, unconditional flat rate pension 

; out of the Consolidated Revenue Fund from seneral revenue. 

d Answer: In my opinion, it is within the authority of Parliament to enact 

legislation for this purpose. Such legislation is merely an appropriation of 

_ public moneys to be disbursed for a particular purpose. 

Question 2: Would an amendment to the B.N.A. Act be necessary to impose 

. such a ‘social security tax “earmarked’’ for the payment of old age pensions. 


4 Answer: The revenue from such a tax would, according to my understand- 
ing, be accounted for in a special account in the Consolidated Revenue Fund. 
Payment of the pensions would be made out of this public account in whole or 
in part. The payment of pension in any year would be made out of the taxes 
_ collected for that year and pensions would not be related in any way to previous 
payments of tax made by the pensioner. 
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Employment and Social Security Act Reference in 1937. 


‘making conditional grants to assist in the scheme, I am of opinion that it is | 


1162 : JOINT COMMITTEE 


In such a plan, there would be no complete disjunction of the compulsory 
taxation measure and the pension payments. Consequently, there would always 
be the possibility of the courts holding the plan to be a compulsory insurance 


. 


act invalid for the reasons given by the Privy Council in connection with the 


I cannot undertake to advise upon this question without having a complete 
bill before me. 

Question 3: Can Parliament, enact legislation to establish a contributory 
scheme of old age pensions similar to that under the Unemployment Insurance 
Act? I understand that it would be contemplated that contributions would be 
required to be made by employees, employers and the federal government. The 
amount of pension payable to any individual would be related to the contribu- 
tions made by or:on his behalt. 

Answer: In my opinion, Parliament has not the power to enact legislation 
to establish such a scheme. The decision of the Privy Council in 1937, holding 
the Employment and Social Security Act to be invalid, specifically would 
invalidate legislation of this character. 

The foregoing answers will, I believe, also answer all the questions asked 
by Mr. Fleming, except his question as to whether Parhament may enact legis- 
lation providing for the imposition of “earmarked” contributions for payment 
of pensions to the persons who contribute in amounts related to their contribu- 
tions. In the judgment referred to in the preceding paragraph, there is a sug- 
gestion that a fund so established would be “an insurance fund” and for that 
reason open to serious doubt as to its validity. In the light of this opinion, 
I cannot advise that Parliament may, without amendment to the B.N.A. Act, 
establish such a fund. 

You also ask whether agreement with the provinces is necessary to carry — 
out any of the schemes mentioned in the foregoing questions. Such an agreement _ 
might relate merely to administration or might also provide for provincial par- 


ticipation in the scheme or might provide for appropriate amendment to the — 


constitution. 5 

In the first place, I should point out that an agreement between the federal ~ 
and provincial governments would not confer authority on Parliament to enact _ 
legislation that it could not otherwise enact. As indicated above, in my opinion ~ 
Parliament may legislate for the old age pension scheme mentioned in the first _ 
question but may not do so for the scheme mentioned in the third question. As 
regards the scheme mentioned in the second question, as indicated, I cannot 4 


advise without having a draft of the project before me. Agreement with the 


provincial governments is not, therefore, necessary for these schemes. Moreover, 
it would not authorize the scheme mentioned in your third question, which is 
outside the authority of Parliament. | 
Secondly, I am of opinion that it is within the authority of the federal and 
provincial governments to enter into such agreements as may be deemed ~ 
advisable for the administration of any of the foregoing proposals that are — 
within the authority of Parliament. Agreements for this purpose are, however, — 
not necessary for the carrying out of the scheme. 4 
Finally, a joint scheme involving participation by both federal and pro- 
vincial governments might take one of several forms. If the scheme is to be ~ 
established by the provincial legislatures and federal participation is limited to 


within the authority of Parliament to make a conditional grant to assist a” 
provincial old age pensions scheme. 3 ‘ 
Yours very truly, 


(Sed). F. P. VARCOE, 
Deputy Mimster. ay 
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JANUARY 28, 1937 ON THE VALIDITY OF THE EMPLOYMENT 
' AND SOCIAL INSURANCE ACT OF 1935 


(The Judgment was delivered by Lord Atkin.) 


Pages 365 and following. 


___ The substance of the Act is contained in the sections constituting Part III. 
They set up a now familiar system of unemployment insurance under which 
- persons engaged in employment as defined in the Act are insured against unem- 


_ provided partly from money provided by Parliament, partly from contributions 
_ by employed perscns, and partly from contributions by the employers of those 
- persons. The two sets of contributions are to be paid 'by revenue stamps. Every 
employed person and every employer is to be liable to pay contributions in 
_ acéordance with the provisions of the second schedule, the employer being liable 
_ to pay both contributions in the first instance, recovering the employed person’s 
_ share by deduction from his wages, or, if necessary, in certain cases by action. 
There can be no doubt that, prima facie, provisions as to insurance of this 
’ kind, especially where they affect the contract of employment, fall within the 
lass of property and civil rights in the Province, and would be within the 
- exclusive competence of the Provincial Legislature. It was sought, however, to 
justify the validity of Dominion legislation on grounds which their Lordships on 
consideration feel compelled to reject. Counsel did not seek to uphold the 
legislation on the ground of the treaty-making power. There was no treaty or 
labour convention which imposed any obligation upon Canada to pass this legis- 
lation, and the decision on this question in the reference on the three labour Acts 
does not apply. A strong appeal, however, was made on the ground of the special 
~ importance of unemployment insurance in Canada at the time of, and for some 
‘time previous to, the passing of the Act. On this point it becomes unnecessary 
to do more than to refer to the judgment of this Board in the reference on the 
three labour Acts, and to the judgment of the Chief Justice in the Natural 
~ Products Marketing Act which, on this matter, the Board have approved and 
adopted. It is sufficient to say that the present Act does not purport to deal 
with any special emergency. It found itself in the preamble on general world- 
wide conditions referred to in the Treaty of Peace: it is an Act whose operation is 
‘intended to be permanent: and there is agreement between all the members of 
- the Supreme Court that it could not be supported upon the suggested existence 
cof any special emergency. Their Lordships find themselves unable to differ 
from this view. 
| It only remains to deal with the argument which found favour with the Chief 
Justice and Davis J., that the legislation can be supported under the enumerated 
heads, 1 and 3 of s. 91 of the British North America Act, 1867: (1) The public 
debt and property, namely (3.) The raising of money by any mode or system of 
taxation. Shortly stated, the argument is that the obligation imposed upon 


raised becomes publie property, and that the Dominion have then complete 
legislative authority to direct that the money so raised, together with assistance 
from money raised by general taxation, shall be applied in forming an insurance 
fund and generally in accordance with the provisions of the Act. 


or special purposes, and may apply that fund for making contributions in the 


5 
general proposition be denied. Whether in such an Act as the present compulsion 


of which he will receive benefit for a period proportionate to the number of his 


EXTRACTS FROM THE JUDGMENT OF THE PRIVY COUNCIL DATED | | 
| Reference: Law Reports, Appeal Cases 1937, Page 355. The Extract is from’ 


ployment. The funds required for making the necessary payments are to ‘be » 


3 ‘employers and persons employed is a mode of taxation: That the money so 


applied to an employed person to make a contribution to an insurance fund out — 
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contributions is in fact taxation it is not necessary finally to decide. It might — 
seem difficult to discern how it differs from a form of compulsory insurance, or — 
what the difference is between a statutory obligation to pay insurance premiums 
to the State or to an insurance company. But assuming that the Dominion has_ 
collected by means of taxation a fund, it by no means follows that any legislation . 
which disposes of it is necessarily within Dominion competence. | 
It may still be legislation affecting the classes of subjects enumerated in s. 92, — 
and, if so, would be ultra vires. In other words, Dominion legislation, even — 
though it deals with Dominion property, may yet be so framed as to invade civil 
rights within the Province, or encroach upon the classes of subjects which are > 
reserved to Provincial competence. It is not necessary that it should be aa 
-eolourable device, or a pretence. If on the true view of the legislation it is found ~ 
that in reality in pith and substance the legislation invades civil rights within b. 
the Province, or in respect of other classes of subjects otherwise encroaches upon — 
the provincial field, the legislation will be invalid. To hold otherwise would — 
afford the Dominion an easy passage into ‘the Provincial dominion. In the present ~ 
case, their Lordships agree with the majority of the Supreme Court in holding ~ 
that in pith and substance this Act is an insurance Act affecting the civil rights — 
of employers and employed in each Province, and as such is invalid. The other 
parts of the Act are so inextricably mixed up_with the insurance provisions of — 
Part III, that it is impossible to sever them. It seems obvious, also, that in its 
truncated form, apart from Part III, the Act would never have come into exist- 
ence. It follows that the whole Act must ‘be pronounced ultra vires, and in ~ 
accordance with the view of the majority of the Supreme Court their Lordships — 
will humbly advise His Majesty that this appeal be dismissed. 


Mr. E. P. Vareoe, Deputy Minister of Justice, called: 


The CHAIRMAN: Do you wish to add anything, Mr. Varcoe? 
The Witness: No, sir. ¥ 
The CHarrMAN: Are there any members of the committee who wish to ask — 
questions? 4 
Mr. Fueminec: I think Mr. Varcoe’s letter is pretty clear; the only thing that — 
‘s left in doubt constitutionally is this middle ground, and I presume in view of - 
the doubts surrounding it that it will have to be the subject of a dominion- — 
provincial conference. 


By the Chairman: — ae 

Q. Would you say, Mr. Varcoe, it would be dangerous to undertake 10m 
impose a social security tax which would be related in a certain way, even if 
indirectly, to the payment of old age pensions? Do you think that would bem 
dangerous?—A. Well, that depends very largely on the terms of the proposal 
and it is very difficult to discuss this sort of thing without having a concrete 
proposal before you. I would not go so far as to say I think it could not bem 
done, \,. , 
Q. I understand that in saying this you have in mind what Lord Atkin 
said in his judgment, which is at the top of page 2 of the note: “That the 
dominion may impose taxation for the purpose of creating a fund for special 
purposes, and may apply that fund for making contributions in the public 
interest to individuals, corporations or public authorities, could not as a general 
proposition be denied.” Later on Lord Atkin qualifies that assertion when he 
says: “But assuming that the dominion has collected by means of taxation 4 
fund, it by no means follows that any legislation which disposes of it-is neces- 
sarily within dominion competence.” Then he goes on to add: “It may still pe 


v 
ra 


—_ would be ultra vires.” Now, would any class of subjects mentioned in section 92 
be affected by such a social security tax in view of the payment of old age 
-_pensions?—A. Well, if you regard the old age pension, as I think you are bound 
to do, as a form of insurance then it falls right within the Employment Insur- 
ance case. In preparing my answer to question 2, I was not thinking of any 

particular sentence in that judgment, but the general result, which is, that if you 
—_ impose a charge on persons in connection with a scheme which has an insurance 
object, then you are invading the provincial field. 


q By Hon. Mr. King: 
a Q. That is, we could not as a federal government impose a tax for old age 
-_ pensions without the consent of the provinces?—A. That is true if the scheme 

~ cannot be differentiated in some way from the Employment Insurance scheme 
of 1984. : 
iz Q. And the Employment Insurance scheme of 19384 was agreed to?— 
y es A. There was a subsequent amendment to the B.N.A. Act. 

The CuHarrMAN: Which was agreed to by everyone. 


The Witness: The original Act passed in 1934 was held ultra vires for 
reasons given in that judgment, and then the provinces agreed to the amendment. 


a By Mr. Homuth: } 

2 Q. Suppose instead of imposing a special tax you just took it out of the 
. general treasury, then the answer is obvious?—A. Yes. 

a Q. Then there is no question of constitutional authority?—A. I think not; 
I hope not. 

Q. It is just a question of whether you put on a special tax. When the old 
age pension was passed originally money came out of the general pocket, of 
course, of the provinces, because naturally they were taxed in an indirect way. 
_ They all paid their taxes to the federal treasury, but many of the provinces did 
not enjoy old age pensions for some years after?—A. Yes, that is right. 
yg Mr. HomutuH: But the money came out of the federal treasury without any 
distinct tax. 

The Witness: Part of it. 


q The CuairMAn: The questions asked in writing to Mr. Varcoe related to a 
_ system which would be federal only. 


7 o. 


4 


By Mr. Cannon: 
. Q. In the answer to the second question you say that you cannot undertake 
to advise without having the complete bill before you. You also said a minute 
- ago that the levy of money in order to pay an old age pension would necessarily 
_ be some form of insurance and would therefore come under section 92. Now, my 
suggestion is this: if there is no relation between the payment of a premium and 


tax or not he would get the old age pension—would it be agreed there would be no 


- ment Insurance reference there was a class of person there being taxed who was 
not being insured, and that was the employer. 

” Q. Yes, but at the same time there was a person being taxed who very 
- definitely was being insured.—A. Presumably everybody who paid the tax would 
expect to survive to enjoy the day when they would get the pension. . 
--Q. You say you would not like to give an opinion before seeing the bill, but 
supposing the bill set out very clearly there was no such relation between the 
- payment of the premium and payment of the benefit; in a case like that, would 
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legislation affecting the classes of subjects enumerated in section 92, and, if so, 


the payment of the pension—in other words, whether a man paid a social security ~ 


such relation?—A. That is so, but one must bear in mind that under the Employ- 
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you be prepared to say it would not come under section 92?—A. I tried to think 
that through and I have not succeeded so far in envisaging any bill that would 
differentiate it from unemployment insurance. 


By Mr. Fleming: | 

Q. Would you be prepared to say it is doubtful if parliament could enact 
legislation for the purpose of earmarking a special levy for a special purpose? 
—A. Well, that depends on what the tax was. Suppose it was customs duty or 
some other indirect tax, there you may have produced a complete disjunction 
between the tax and the payment of ‘the pension. In that case the persons who 
paid that customs duty let us say, are certainly not the people who are going 
to be pensioned. Supposing you put a tax solely on corporations? I just put that 
hypothetical question forward to show there may be a possibility of producing 
the necessary disjunction. Does that answer your question? 

Q. No, I wish to carry it a stage further and have you indicate in your 
opinion what result would follow. Assuming, in line with question 2, that the 
‘moneys may simply be coming into the consolidated revenue account, then they 
are not held by any separate trustees?—A. No, I was not thinking of that as 
having any significance whatsoever, but I was thinking of the extent to which 
the taxpayer and pensioner are identical or may ultimately be identical. For 
example, if this tax was imposed in such a way that it became’ perfectly clear 
it was going to be borne largely by the persons of low income, who might be 
expected to be those who would be pensioned ultimately, would it not be quite 
clear that you are exacting a contribution from them for the purpose of providing 
for their pension or insurance, and that would bring you directly under this 
judgement. 

Q. That is the essence of the situation?—A. Yes. 

Q. Now, we have had various propositions as to how this particular tax 4 
could be collected and earmarked for this purpose, by having one or two taxes 
earmarked for this purpose, or by taking a new cut on the income tax and 
earmarking it for this social security purpose. I take it it is your view that would _ 
fall clearly within the ban put on the federal legislation by the Privy Council? q 
__A. The last mentioned example I think would fall right within it. ‘ 

Q. Suppose we take a little different case where the money is not being 
earmarked and parliament is not worrying about an exact balance between the 
levy and the payments out. Supposing the money is designed by parliament 
generally for the purpose of supplementing existing revenues for the purpose of 
providing social security benefits, but it is not earmarked in any sense?—A. You | 
are taking it out of one tax. 

Q. It is not in question 1, because question 1 does assume a single fiscal 
payment.—A. I do not think I quite understand. \ 

Q. We are getting away from a specific earmarking, but actually parliament, 
without worrying about the balance between income and outgo, is adding an 
additional tax in some form or other for the purpose of providing more money 
‘n consolidated revenue for the purpose of paying these particular benefits? — ; 
A. I would not think from a constitutional viewpoint that would be really 
different from question No. 1. Presumably parliament would increase taxes ine 
some way or other to get money for this pension. 


By Mr. Homuth: 

Q. Supposing you put on an extra sales tax which everybody pays?—A. That — 

is the very case that I cannot make up my mind about until I see the bill in © 
writing. There you have a lot of people paying a tax who would never be — 
pensioned; corporations, for example. 4 
Q. You still would correlate the potential pensioner with your fund? | 
—A. Every potential pensioner would certainly pay something towards this — 


pension, that is right. “ae 
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- _Q. If we combine the plans in question (1) and question (3), we would 
be risking the constitutionality of the whole thing, sir, I take it? 


The CHAIRMAN: How could you? 


Mr. Fremine: We have it suggested, for instance, that there should 
_be a universal payment to all persons over 70 years of age, and as to persons 
: 65 to 69 there should be something similar to the present system, with federal 
- contributions up to a stated maximum paid through the provincial government 
to pensioners with a means test, that part of he scheme being administered 
by the provinces, the first part of the payment, the fiscal payment, being 
administered by the federal government directly. Now, if we put those two 
into the whole bill we would risk the constitutionality of the whole thing. 


The Witness: Yes. 
Mr. Crouu: I do not follow that. 


. The CuatrMan: I understand the answer given by Mr. Varcoe to Mr. Flem- 
- ing’s question is to the effect that if we have a double scheme, one part of which 
_ would be universal and which would call for contributions, and another part for 
which there would not be any contributions, but under a scheme which we 
~ would work out with the provinces, the whole thing would be unconstitutional. 


Mr. Fiemine: Mr. Chairman, there are two combinations there, and 
' the one you stated is not the one I put to Mr. Varcoe. Let us take first 
of all—forget for the moment about the questions in Mr. Varcoe’s letter—if in 
one measure it says we will provide—I am not talking now about how the 
money is being raised—payment of $40 a month universally to all persons 70 
years of age and over without a means test and at the same time provide for 
payments under a scheme similar to the present scheme — 


Mr. Crotu: Contributions? 


By Mr. Fleming: 

7 Q. —under which parliament is contributing to the provinces, to the group 

between 65 and 69.—A. Plus a tax? 

 Q. Let us stop there for the moment. I think that is the point which Mr. 

Croll was troubled about. Up to that point can we combine those two as long 

_ as we have the same kind of scheme as we have now?—A. That is to say, the 

federal payment would be made out of general revenue? 

Q. General revenue. I am not raising the question of contributions at the 
moment.—A. I cannot see any difficulty about that. — 


Mr. Know.es: Not any more than the present system? 


- 


By Mr. Fleming: 


Q. Theni, stage two; the money parliament is devoting to these two purposes 
gis Praised by some form of earmarked payments, either a tax earmarked for 
. the purpose or a direct contribution by an individual to some fund set up 
for the purpose. I take it on that basis the constitutionality of the whole 
scheme in the one measure would be jeopardized?—A. I take it that the 
dominion pension would be provided for by dominion law, the 70 and 
over pension, and the assisted pension would be provided for by the provincial 
law with contributions? 

| Q. With federal contributions through the provincial governments, similar 

to the present arrangement. 


4q The Wirness: Would the tax you speak of go to meet both the dominion 
payments? 
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Mr. Fiemina: Yes, it would go to Maida the money that the federal 
government is providing for those two purposes. f 


The CuarrMan: In whole or in part. 


By Mr. Fleming: . 

Q. I would like the answer for that onle—A. I have not thought’ of it, © 

Mr. Fleming, but I would be doubtful, just offhand, as to the validity of it. 
I am taking it that the tax would be an earmarked tax. 

Q. Yes, that is what I said, earmarked.—A. I do not see how that woulda 


differentiate from No. 2. q 
In other words, if you try to combine your schemes one and two then — 
the doubts as to the constitutionality of No. 2 will affect your No. 1 system, too? 
The CHatrMAN: There is no doubt about that. 
Mr. Know.es: The doubt hinges on what? 
Mr. Crotu: The doubt is on the earmarking. 
The CHatrMAN: The danger is in the earmarking, catatrtnt sie speaking. 
Mr, Cannon: The danger is in the earmarking because of the resemblance — 
to insurance. 
Mr. Crotu: Yes, but we have some new aspects entering into it. 
The Wrrness: It may be that you can produce some sort of a bill that would 
not be insurance at all; notwithstanding the use of the word in the Act itself I _ 
was surprised when this employment insurance scheme was called, by the 
court, insurance : 
Mr. Crotu: And in addition to that, Mr. Varcoe, I do not think we need 4 
overlook the fact that we are here before our own Supreme Court, with our own 7 
people looking at it, rather than people from afar looking at it. 
Mr. Cannon: I think the witness should not be asked to express an opinion 
on that. 


By Mr. Fleming: 3 
Q. Well, then, I will ask this question: in Mr. Varcoe’s opinion is this 
extract Prone the reasons of the Pvy Council in the 1937 case good law in 
Canada today?—A. Certainly it is. ? 
Q. There is your answer. 
The Cuarrman: “Stare decisis,’ Mr. Fleming, you fought for that prineiple 
on the Supreme Court bill in the House. 
Mr. Larnc: I would like to know if the arrangement existing at the present 
time has legal force or is that on the basis of an agreement between the federal | 
government and the provinces. I know there is enabling legislation there but 
in the examples given by Mr. Fleming we must retire from the present arrange- 
ment. What process would you use in retiring from the present arrangement? 
The Wirnsss: Just enact a new law in place of the one we have. 4 
Mr. Larna: There is no basis, then, of a legal attachment of the province S$ 


ia 


to the federal legislation. la 
The Wrrnzss: I am sure that I could not say. “a 
Mr. Laine: Let us assume that the province says, “no, we like it the wa} 
it is.’ 
The Wirness: Of course, parliament does not have to continue; there is ‘no 


legal obligation on parliament to continue under the present arrangement. 
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a By Mr. Fleming: | 
--—-Q. The federal government has not entered into any agreements with the 


_ period beyond a year anyway. 
QQ. There are some administrative arrangements but there has been no 
obligation entered into by the federal government with the provincial govern- 
- ments to continue the present scheme of old age pensions?—A. Not beyond, say, 
the present fiscal year, or something like that. 
«QQ. Even that?—A. I do not think there is any. 

Mr. Cores: Is there not any period binding upon the provinces under the 
- present argument? ‘ 

- -Mr. Fremine: I do not know whether there was any agreement apart from 
- the arrangement of administrative practice. 

a Dr. Daviwson: There is a clause in the Old Age Pension Act which says 
in effect that the dominion cannot abrogate any agreement made with the 
_ provinces short of ten years advance notification. 

Mr. Fremine: But what agreement is there? That is a clause in the statute 
in relation to the abrogation of an agreement, but what agreements have we 
Bgot? 

_ Dr. Davipson: We have agreements with the provinces. 

Mr. Fieminc: What do the agreements cover? Is there any undertaking to 
_ pay indefinitely, or is it simply an arrangement of administrative practice? 
Dr. Davipson: It is an agreement which reimburses the provinces on the 
basis prescribed in the Act for payments to persons found eligible under the 
legislation. 
__-Mr. Fiemine: Is that an open end agreement? 
Dr. Davinson: It is an open end agreement in terms of time, and, as I 
understand it, the agreement that is referred to in the Federal Old Age Pension 
PA ct. 

t Mr. Cannon: As I recall it all provinces did not enact the necessary legisla- 
tion at the same time; they came in one after another and all made separate 
agreements with the federal government. 
» Dr. Davinson: That is right. 
' Mr. Cannon: So there are separate agreements? ‘ 
| _ Dr. Davison: Yes. 

‘Mr. Fuemrnc: I think I had better ask Mr. Varcoe his opinion on the con- 
 stitutionality of the agreement? : 


‘ment to the provinces there would be a pretty good chance of a change? 

The Cuarrman: That is a political point of view, and not the legal point of 
view. 

Mr. Know tes: There is no obstacle; the ten year agreement does not prevent 
the provinces and the dominion from jointly agreeing to a change? 

-- -' The Cuatrman: No, but if we want to change it I think we have to have the 
provinces concur. 

Mr. Fiemrna: Mere agreement with the provinces does not permit either side 
to override the constitution. 

The CHatrMAN: No. 

“Mr. Fiemina: That is quite clear from the opinion Mr. Varcoe expressed in 
his letter. 

Mr. Knowtes: Your department ruled in 1924 or 1925 that the present Act, 
that is the present Old Age Pension Act, was within the constitution? 


is 
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_ provinces in relation to the maintenance of the present system?—A. Not for any 


Mr. Knowtegs: Is it not the case that if the dominion offered a better agree-_ 
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The Wirness: I read the late Mr. Stuart Edwards’ opinion on it in Hansard | 
the other day. I did not know about it before that but I think it is a fair — 
interpretation of what he said. “i ; a 
Mr. Femina: Have you any doubt as to the constitutionality of the present — 
Old Age Pension Act? : 
The Wirness: No, I was not suggesting anything of the kind.. | 4 
Mr. Crotu: It would be a little late for doubts, anyway. | 


By Mr. Knowles: : j 
Q. Following what Mr. Fleming has said, you feel that it is constitutional for 
parliament to pass an Act which, on the benefit side, has Mr. Fleming’s suggested _ 
proposals—$40 at age 70 for everyone without a means test, and $40 from age — 
65 to age 69 on a joint dominion-provincial basis? I believe you said that? — 
—A. Yes. . 
Q. Would you be prepared to say how far parliament could go on the taxing — 
side, to get money to pay that kind of a program, without having to have an ~ 
amendment to the constitution?—A. I cannot quite understand what you mean 
by “how far they would have to go,” that is the difficulty there? A taxing 
measure would either be good or bad. I do not know where you would draw the — 
line. a 
Q. Let me put it to you this way: if parliament chose to collect the money — 
wholly by means of general revenue there would be no questions?—A. No. Ee 
Q. At the other extreme, if it was completely earmarked, there might be some — 
question?—A. There might be, depending on what form of taxation it is. I. 
suggested a few minutes ago that, supposing it were a customs duty, there would — 
not be much connection between a customs duty and the payment-out of the © 
pension; you might be able to find a complete disjunction there between the — 
taxpayer and the pensioner. ’ 
Mr. Brown: Is there a limit to the jurisdiction? : 
The CHairMAN: Please, Mr Brown. a 
Mr. Know tes: Is there any taxation method in between the extremes of com- — 
pletely unearmarked general revenue and an earmarked social security tax? For — 
example, supposing parliament in the same session were to enact an old age 
security measure, such as the one we have been talking about, and enacted 
changes in the income tax, without earmarking it to clearly provide the amount 
of money. the Old Age Pension Act will ask for— 4 
The Cuarrman: You have your answer in Lord A'tkin’s judgment. I will 
quote:—‘It is not necessary that it should ‘be a colourable device or a pretence—” 
The Wirnnss: That would depend upon whether the form of the taxing 
measure, as the words used there indicate, was utilizing a colourable device. . 


Mr. Homutu: In other words, you are not supposed to fool anybody? 
The CHARMAN: That is what the judgment says. i” 
The Witness: You are not to deceive anybody. # 
Mr. Know tes: It might be that deceptive means would’ be for that purpose 

—namely to refrain from deceiving people. | a 
The Cuatrrman: That is where it can become unconstitutional. 


a 
y 


q 


By Mr. Brown: s 

Q. Is there any limitation on the right of the federal government to impose 
taxation, provided that it is done within their jurisdiction?—A. There is no 
limit on parliament’s power to impose taxation, except that it may not do so, 
I presume, for provincial purposes. , -- 
Q. I said “provided it is within their jurisdiction?”—A. Yes. 
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- ——-Q.:- Provided it is within the jurisdiction of the federal government there is 
no limit to the taxation they may impose?—A. No, but in this case it was said 
that it was not taxation at all—that it was just part and parcel of ‘an insurance 
ts scheme. It was said, for example, that it was just the same as if parliament had 
obligated individuals to pay premiums to an insurance company. 
The CuarrmMan: You are following the decision, word for word. 
Mr. Crotu: But that was on an actuarial basis, was it not, Mr. Varcoe? 
The Witness: I do not know whether it was om any actuarial basis, Mr. 
Croll, and that is why I was doubtful at the inception of that Act that it was an 
insurance Act at all; but nevertheless the Privy Council took that view of it. 
_ Mr. Homutu: It was not on an actuarial basis because we have had it 


sy of . 


at 


changed since. The very fact we had to make changes since shows that it was 


not on ‘an actuarial basis. me 
a. Mr. Knowtes: It might have been on an actuarial ‘basis but yet not 
actuarially sound. May I put it this way then, to be perfectly safe: as far as 
parliament is concerned at the present time, we would have to stick to general 
revenue? | 
3 The Witness: Well, I will put it this way, Mr. Knowles; that if you do 
stick to general revenue you will be perfectly safe. 
q The Cuarrman: But you would have to get agreements from the provinces 
anyway. 
om, +. - Mr, Cron: -Yes. 
The Cuarrman: Because there is a ten years’ notice in the Act itself. 
a Mr. Knowuss: Just the same as in 1927 it is still necessary to get agree- 
ments from the provinces before the scheme could go into effect. 
q Mr. Crouu: Yes, and it was ten years before you finished getting approvals. 
Mr. Knowuss: But if the kind of Act we have ‘been talking about came 
into effect you could begin. payments to those over 70 right away ‘but provision 
. for the other group would be subject to a special agreement. 
Mr. Cannon: From the purely mechanical point of view is it not right to 
say that you would have to have an agreement with the provinces in order to 
put it into effect? 
4 The CuarrMan: That is the practical aspect of it. You may call it the 
~ political approach when you work between governments. 


VE Mr. Cannon: You may talk about the political point of view if you like, - 


but you have to have an agreement between the parties, both parties must be 
satisfied. | 

The CHAIRMAN: Exactly. 

Mr. Brown: That is the practical point of view isn’t it, not the legal? When 
you get the other side to agree on something it is a bargain. 

: The Carman: You call it a bargain? 

q Mr. Brown: If you agree, it is a bargain. 

---—«-The CuarrMAN: Well, gentlemen, are there any other questions? I believe 
that members of the committee are clear on the legal angle. On behalf of the 
~ committee I wish to thank you very much for your attendance, Mr. Varcoe, you 
have been very helpful. 


_ Ine.” and the other is from The Canadian Association of Incurables. Shall we 
have these put in as appendices to todays’ proceedings? 
Some Hon. Members: Agreed. 


g I have before me here two briefs which have been submitted to the commit- | 
_ tee, one is from “La Confederation Des Travailleurs Catholiques Du Canada, | 
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Appendix “A”, brief by “La Confederation Des Travailleurs Catholiques — 
Du Canada, Inc.” yan | aire fae a 
Appendix “B”, brief by The Canadian Association of Incurables. i 

The Cuarrman: We will meet tomorrow morning at 11:30 a.m., after orders or 
of the day have been completed, and our witness will be Mr. MacNamara, 
Deputy Minister of Labour. 4 


—The committee adjourned. 


APPENDIX “A”’ 
Brief Submitted by 


LA CONFEDERATION DES TRAVAILLEURS CATHOLIQUES 
DU CANADA, INC. 
(CATHOLIC WoRKERS’ CONFEDERATION OF CANADA) 


May, 1950 


Mr. Chairman, ; 
Members of the Joint Committee:— | . 


The C.T.C.C. is pleased to inform you of the old age security measures which 
its members would like to see established in Canada. The opinion which we wish 
to express here is based upon resolutions adopted at our last annual Congress held 2% 
in September 1949. We wish to point out, however, that we shall of necessity be — 
brief in this submission as the problem of social security is to be studied in more ~ 
detail at our next Congress in September 1950. We will then be in a position to ~ 
make further representations to the Federal Government to complete our thoughts 
on this question. a 


{ 
; 3 


+ a be 


I. PRINCIPLES 


Social security is an objective which organized labour is pursuing at all ~ 
times. It brings greater protection to the worker and his family and logically — | 
complements wages which are often too meagre to guarantee the future. In — 
particular, the labour movement wishes, as its definite objective, to obtain for 
workers a retirement pension which will be sufficient to ensure the security of 5 
their old age. The worker who has, for the advantage of his community, devoted 
all his life to the practice of a trade or a profession is entitled to demand that — 
the community look after his subsistence when he has reached retirement age. ¥ 

The C.T.C.C. is interested in all the problems raised by the application of a | 
retirement pension plan. But it wishes to pose here, as in many other fields, the — 
principle of professional responsibility. A measure such as the one with which | 
we are dealing now, and which so closely affects the worker as such, requires | 
that the professional organization be the first to seek its implementation by the — 
carrying-out of means at its disposal. : a 

That is why we are claiming for our labour unions the right to have included — 
in their collective working agreements, clauses dealing with social security as well — 
as the right to participate with the employer in the administration of such security 1 
plans. We believe that professional federations are the best qualified to conduct — 
such negotiations by having several undertakings of the same kind co-operate in © 
a common plan. a 

But it is understood that a retirement pension plan which would be negotiated 
at the professional level could never cover all real needs in this field, nor even — 
cover all industries as many are not yet completely under the jurisdiction of — 
collective working agreements. It is then absolutely necessary that the State meet 


the remaining needs. Indeed it is its proper role. | ae 
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_ We are quite persuaded that the State’s help in such a field is indispensable 
because a State plan is the only one which will apply to all occupations, will 
enable a worker to benefit from it at all times whether or not he changes Jobs, and 
_-will not be submitted to the arbitrary decisions of the employer. We prefer such 
obvious advantages and this great effectiveness to the fictitious freedom proffered 
_by insurance companies when their interests dictate to them a fight against any 
social security coming from the State. 


Bia « 
es 


¥ II—Ro.e or THE STATE 


In the light of the principles which we have just outlined, here is how we 
wish the State to take an interest in the problem of old age security and in the 
__ improvements we should like to see made in the present old age pension scheme. 
¥ (1) The State, first of all, should include in its legislation the principle of 
negotiation of retirement pension plans. Labour unions should be granted the 
right to negotiate such plans and employers should be compelled to discuss these 
clauses as well as others. ) 
(2) Government plans should represent a minimum under which one could 
not decently go: We believe that this now represents at least $50 per month. 
In suggesting that figure we wish to take into account present needs which have 
increased at the same rate as the increase in the cost of living. This principle 
has inspired the federal authorities themselves who have increased the pension 
- from $20 in 1943 to $25 in 1947 and to $40 in 1949. 


4 (3) We also suggest that the age of eligibility for retirement pension be 
lowered to 65 for men and to 60 for women. Experience has shown us that, 
while our population is constantly ageing, the productivity of labour is also 
rapidly increasing. This means that the more abundant the production is, the 

greater is unemployment due to an ever increasing mechanization. It is then 
necessary that a national retirement pension plan take account of the fact that, 
in the future, man will become useless in the factory much earlier than now. 

However, retirement at that age should be left on a voluntary basis so that those 

who in spite of everything are still capable may be free to work and give to their 

country the benefit of a source of production which is quite appreciable because 
it is so experienced. 


(4) We wish especially to join with all those who are requesting the elimina- 

tion of the means test in connection with the granting of a pension. We submit 

that such a means test is humiliating for the worker and gives the impression 

that he has to accept charity after a lifetime of work. Pensions should be 

granted without distinction to all workers as a “vested right by the fact of 
work”. This will automatically reduce some of the abuses due to politics. 


(5) We wish to point out that we find excellent the present system of con- 
current legislation based on federal-provincial co-operation. We are asking 
only that the membership of the commissions appointed to administer a pension 
plan be made representative. In particular, the working class is entitled to its 
representatives on such commissions. To ensure the participation of ‘the popu- 
lation in this public service will be an answer to those who with reason fear 
State control. 
y (6) Taking into account the principle of professional responsibility, which 
we have mentioned above, we would be especially reluctant to see the State 
pension plan take the place of plans negotiated on the level of private enterprise. 
It is necessary that measures of social security negotiated and administered by 
professional organizations be always given priority, on the condition. that their 
advantages are not less than those offered by State plans. One must not forget 
that the role of the State in this field is complementary. Consequently, and as 
an example, negotiation of such private plans should be favoured by recognizing 
63632—2 
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first that social security should be a regular part of collective agreements, by 
compelling employees to participate in them when such plans exist before they 
can apply for a pension from the State, and by not forcing beneficiaries of such 
plans to contribute in addition to the State plan if the latter is contributory. 

(7) This brings us to the question of the cost and the financing of a retire- 
ment pension plan established by the State. We have now envisioned the various 
requirements of the social aspect of the question. We cannot escape the con- — 
clusion that a country as rich as ours is capable of meeting the urgent necessity 
of adequate measures and of offering to its population the social and economic 
security which it has a right to demand. 

In this connection, we have noted with interest the opinion of Mr. Herridge, 
a member from British Columbia, expressed in the House of Commons in March 
last and which can be paraphrased thus: In time of war we have been able to 
make a gift of three billion dollars abroad. In time of peace we could give at 
least as much to our own people in the form of social security. Let us not forget 
that we can count on the enormous economic expansion of which our country is 
capable. 

Here again, we wish to submit that if, as we request, priority is given to 
private plans, the burden on the State will decrease as the labour movement is 
developing and covering a larger section of the working population. 

_ To round out the subject it would certainly be advisable to give more 
details and more explanations on each of the points mentioned in this brief. We 
are quite aware that the plan which we are suggesting would cost one billion 
dollars in about ten years time, according to the figures supplied to the House 
by the Honourable the Minister of Health, and that one must not believe that 
social security is limited to retirement pensions. We are taking all that into’ 
account but, while not being able to submit more detailed representations to you 
at the moment, we have wished however to inform you of the desires and the 
needs of some 100,000 Quebec workers whom we represent. 

We hope, Mr. Chairman and members of the joint committee that this 
brief will be of some assistance in the enquiry which you are making for the 
benefit of all members of the House of Commons. 


Respectfully submitted, 


LA CONFEDERATION DES TRAVAILLEURS 
bee CATHOLIQUES DU CANADA, INC. 
Orrawa, May 1950. 


APPENDIX “B” 
BRIEF SUBMITTED 


BY 
THE CANADIAN ASSOCIATION OF INCURABLES 
Office: 207 8th Ave. NW, Calgary, Alta. 


HonovurABLE GENTLEMEN: It affords us a great deal of pleasure, as a@ | 
delegation representing the Canadian Association of Incurables, to present to — 
the Joint Parliamentary Committee on Old Age Security, our views and recom- 
mendations respecting the need of those people in Canada who have been — 
deprived of earning a living by reason of being pronounced incurable by com- | 
petent medical practitioners. a 
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ORGANIZATION 


The Canadian Association of Incurables was organized in May, 1947, 
with headquarters in Calgary. Although our organization is but an infant, 
we have, over the past three years, grown to a strength much beyond our 
expectation. We have not sought to make it numerically strong simply by 
adding names to our membership list, but rather have we relied on a more or less 
limited membership of inlcurables who are seriously in need of assistance by 
the very nature of their incurable condition. 


We would point out here that with limited funds such as usually handicap 

such organizations as ours, we have been unable to send out travelling organizers. 
Our entire organization has grown by a process of voluntary publicity and 
correspondence. is 
: At the present time our registered membership is close to 3,000, representing 
every province in the Dominion of Canada. 
| Our Honourary President is the Right Reverend H. R. Ragg. Our President 
is Miss Eva Warden; and our Secretary-Treasurer is Miss Jean Ellis. For 
the convenience of executive action these people all live in Calgary, Alberta. 


> We have official representatives in nearly all the provinces of Canada 
’ They are as follows: Saskatchewan, Miss Lydia Steffen, Muenster, Sask.; 
Ontario, Mr, Russel Avery, Port Robinson, Ont.; Quebec, Mr. Louis Massicotte, 
Montreal, Que.; Nova Scotia, Miss Kathryn Ross, R.N., Supt. of Nurses, Nova 
Scotia Branch of Can. Red Cross, Halifax, N.S.; Alberta, Mrs. Jeanette Shirley, 
_ Edmonton, Alta. While our membership includes many from the other prov- 
- inces—British Columbia, Prince Edward Island, New Brunswick and Manitoba 
_ —we have not as yet secured official representatives for these provinces. 

- Mr. E. Braund, Solicitor, of London, Canada, is our legal adviser, Miss 
- Madeline Atkinson of Edmonton, Alberta, is Director of our Public Relations 
Department and Rev. Isaac Thompson of Lacombe, Alberta, is our Field 
' Representative. | 


_— No Frrs 


We have no membership fees. The financial circumstances of many of our 
members would not permit them to be members if the organization imposed 
a fee. All our financing has ‘been done by voluntary contributions coming into 
our office in Calgary from friends sympathetic to our movement. We have 
no agents soliciting funds. Furthermore, we have no paid workers. Every 
~ member, whether he be an official of the organization or a boosting member, 
gives of his time and energy willingly and without a penny of remuneration. 


STATISTICS 


It is very difficult to secure accurate statistics on the number of incurables 
in Canada, and particularly the number who may come within any proposed 
pension scheme. . Provincial Departments of Health do not appear to keep 
statistics. In all probability no statistical survey has ever been made. 

a From one newspaper clipping we are advised that there are about 6,000 
- incurables in Saskatchewan and about 3,000 in Alberta. Our Ontario repre- 
__ gentative estimates that there are about 48,000 incurables in Ontario, The wide 


necessarily accurate. According to Hansard, Mr. Pouliot, M.P., estimated that 
- there would be between 150 and 200 incurables in each constituency. 

Out of our own membership it is roughly estimated that one-third are 
suffering from cerebral palsy or spostic paralysis resulting from birth injuries. 


j difference ‘between these figures would lead one to believe that they are not— 
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Nearly another third are victims of polio—one out of every three of these is 
a paraplegic victim. Victims of multiple sclerosis are about one out of every ten. 
Rheumatoid arthritis seems to be about the same. 


INCURABLE UNBMPLOYABLES 


We are not unmindful of the fact that there is a wide divergence existing 
between incurables. A person, for instance, who has lost an arm or a foot 
cannot very well be placed in the same category with one who is bedridden 
with multiple sclerosis. We are quite conscious that there may be many who 
are suffering a minor incurable condition and who are yet in a condition to be 
gainfully employed. We are not asking that there should be a ‘blanket rate 
of pensions for all incurables regardless of the extent of their condition. We 
are particularly interested in those incurables who are unable to earn a livelihood 
and who are thus thrown on the mercies of relatives or charitable organizations, 
or regarded as indigents and thrown upon the relief rolls of our cities and 
municipalities, which we regard as rather a shameful condition in such a country 
as Canada where Providence has been so good to us. 

This problem, however, we contend, is not beyond solution. While the 
means test for Old Age Pensions is not considered a pleasant procedure and is 
concerned only with the financial status of the applicant, we are not averse 
to some similar test being applied to determine whether or not the incurable is 
or is not employable. We are advised that something of this nature is applied 
to determine the rate of pensions granted to war veterans who come under 
the Pension Act. If war pensions are determined by a competent board with 
its medical advisers, there would appear to us to be no good reason why some 
such method could not be used to determine the employability and pension 
rates in the case of incurables. 

We are given to understand that Australia has a pension scheme known 
as Invalid Pensions. This, we understand, is embodied in their overall Social 
Security Scheme and is paid for out of their National Welfare Fund which, we 
believe, is financed by a national service contribution levied on income, and 
the payroll tax. We cite this only to indicate that pensions for incurables are 
feasible and desirable. 


REHABILITATION Not SUFFICIENT 


We are not unmindful of the fact that there are those who advocate 
rehabilitation programs as a solution to the problem of the incurable. While 
we would not discourage any good thing for these unfortunate people whose 
cause we sponsor, our organization does not feel that rehabilitation will meet 
the present situation. 


We advocate pensions for incurables as the first step in permanently ng 


assisting them in their unfortunate circumstances. If the system of pensions 
for incurables is similar to that of Old Age Pensions there should be no good 
reason why the pension should not be augmented by the pensioner voluntarily 
taking advantage of anything offered by any existing rehabilitation programs. 


FINANCING 


As for the method of financing pensions for incurables, we realize that this 
would be a matter of government policy. We would point out, however, that 


as far as any contributory scheme is concerned, it is impossible for many incur- | 
ables to make any such contributions owing to the fact that they have no — 


income, and worse, many of them are dependent for their material existence 
on friends and relatives. 
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ae : Rate OF PENSION ret 

. We do not think it is premature to suggest a rate of pensions for incurables. 
- We realize, of course, that any rates which might be determined would be a 
matter of government policy. We do suggest, however, that such rates should 
be comparable with those rates now existing for Old Age Pensioners and 


Veterans’ Allowance. 


. RESOLUTION 
Perhaps we could not do better at this time than to request the Govern- 
- ment to give consideration to the terms embodied in a resolution passed by 
4 our Association and endorsed by our membership, and approved by many 
sympathetic organizations: 
& Whereas nearly all classes of society have some form of social 
security provided through legislative action such as old age pensions, 
mothers’ allowances, unemployment insurance, etc.; 
And whereas there are many cases of persons who are incurable by | 
: reason of accident, paralysis and other unfortunate circumstances over 
which they have no control; 
. And whereas many of these incurable persons have no means of 
i. financial support but have become dependent upon their relatives, friends © 
4 or charitable organizations; 
| Be it therefore resolved that the federal or provincial governments 
a will now bring forward a bill that will grant to incurables economic and 
es social security by right of their citizenship. 
In conclusion, may we express our appreciation to the Honourable Mr. 
_ Martin for his kindness in giving us an interview, and also for the interest 
he has shown in our cause which is evidenced by the correspondence which has 
_ been exchanged between him and our Organization. 
_ _May we also express our appreciation to the many Members of Parliament 
_who have replied so favourably to our letters and petitions, and many of whom 
expressed vocally their desire on the floor of the House of Commons on our 
_ behalf. - 
We feel that the Committee on Old Age Security is sympathetic to our 
~ cause and will do all that is possible to assist us in our attempt to secure the 
objectives of our Organization. We do trust that some action will be taken 
along the lines we suggest, and at the earliest possible moment. 


Respectfully Submitted, 


CANADIAN ASSOCIATION OF INCURABLES 
(Sgd.) Eva WARDEN, 
President. 
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MINUTES OF PROCEEDINGS 


TuHurspay, June 1, 1950. 


q The Joint Committee of the Senate and House of Commons on Old Age | 
_ Security met at 11:30 a.m. Honourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided: 


| Others present: 

The Senate:. Honourable Senators Burke, Farquhar, Horner. 
" The House of Commons: Messrs. Ashbourne, Brown (Essex West), Cannon, 
_ Corry, Cote (Verdun-La Salle) , Courtemanche, Croll, Fleming, Homuth, Knowles, 


_ Laing, Macnaughton, Noseworthy, Richard (Gloucester), Robertson, Smith » 
_ (Queens-Shelburne)}, Weaver, Welbourn. 


Hon. Paul Martin, Minister of National Health and Welfare, was also 
present. 

_ In attendance: Mr. Arthur MacNamara, Deputy Minister of Labour; Mr. 
_ R.G. Barclay, Director of Unemployment Insurance, and Mr. C. R. McCord, 
_ Director of Annuities Branch, Department of Labour; Dr. G. F. Davidson, 
_ Deputy Minister of Welfare, and Mr. J. W. Willard, Director of Research, 
_ Department of National Health and Welfare. 


4 Mr. Knowles referred to newspaper reports relating to the administration 
of Old Age Pensions’ regulations in Ontario. 


Dr. Davidson made a statement thereon. It was agreed that further 
_ examination of Dr. Davidson on this subject be deferred until tomorrow, June 2. 


3 Mr. MacNamara was called. He presented a brief which was taken as 
_ read and ordered printed in the Minutes of Evidence. 


* Mr. MacNamara was examined thereon, being assisted by Messrs. Barclay 
and McCord. 


At 1:00 p.m., witness retired and the Committee adjourned until 2:30 
 p.m., this day. 


AFTERNOON SITTING 


‘The Committee resumed at 2:30 pm. Honourable Senator J. H. King 
and Mr. Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 
The Senate: Honourable Senators Farquhar, Horner. 


‘  ——s-* The House of Commons: Messrs. Ashbourne, Beyerstein, Blair, Brown 
(Essex West), Cannon, Corry, Cote (Verdun-La Salle), Croll, Fleming, Homuth, 
- Knowles, Noseworthy. 


- Hon. Paul Martin, Minister of National Health and Welfare, was also 
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McCord. 


The Chairman laid on the table the following documents, which, by order 

of the Committee, appear in appendix to this day’s Minutes of Evidence: 

1. Data on Family Allowances for countries on which briefs have been 
presented concerning Old Age Income Security Programs. (See 
Appendix “A’’). , 

2. Invalidity pensions in Australia, Denmark, New Zealand and Sweden. 
(See Appendix “B’’). 


In attendance: Mr. Arthur MacNamara, Mr. R. G. Barclay and Mr. C. R. | 


3. Personal income and social security taxes in Sweden. (See Appendix 1 


CGaay 
4. Supplementary data concerning Old Age Income Security Programs in 
Countries for which Briefs have been presented. (See Appendix “D”). 


Norr—Another memorandum entitled “Disability Insurance and Assist- 
ance in the United States as proposed under Bill H. R. 6000” is also 
incorporated in this day’s Proceedings as Appendix “E” as per later 
instructions of the Committee. (See Minutes of Proceedings of 
Friday, June 2). 


Mr. MacNamara was recalled and further examined. 


At 3:45 p.m., witness retired and the Committee adjourned until Friday, 
June 2, at 11:30 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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x House oF Commons, 
7 ; THurspay, June 1, 1950. 
a The Joint Special Committee of the Senate and the House of Commons on Old 


_ Age Security met this day at 11.30 am. Hon. Senator J. H. King and Mr. J. 
Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 
The CuHarrMAN: Senator King and gentlemen, we have a quorum. 


4 Mr. Know ss: May I raise a question of privilege, Mr. Chairman? It is on 
_ the same question which I asked in the House on the orders of the day a few 


_ minutes ago, to which the minister made an answer that suggested he had not - 


_ seen the report in the morning papers. A similar story is in the— 
: Mr. Crouu: That was not all he said. 


. Mr. Knowues: He also said there had been no change in the regulations dur- 
ing the last three years. The question I am raising is based on stories in the Globe 
~ and Mail and the Citizen, both of which say that the federal authorities have— 
_ perhaps the word is “ordered” — 
4 The Cuairman: The word is, “ordered”. I have read the story. 


Mr. KNow.es: —ordered the Ontario provincial pension authorities to apply 
_ more strictly or perhaps more literally the old age pension regulations with respect 
to pensioners living in their own homes. The story says that this will result in 
_ about 7,000 pensioners in Ontario having the amount of their pension reduced. 
Now, I confess I was surprised at the story in the light of the discussion we had 
about that matter in this committee. I will not take the time now to quote it. 
_ I have read section 11 (a) of the regulations since reading the story and I have 
_ read the discussion we had in the committee on Tuesday, April 18. I see Dr. 
- Davidson is present. I wonder if he could give a more complete explanation of the 
_ matter. 


4 The CuarrMAn: Would you care, Dr. Davidson, to make any comments? 


Mr. Fitemine: Mr. Chairman, I think Dr. Davidson should bring us a con- 
sidered statement. I wished to raise precisely the same matter as Mr. Knowles 
_ did but he was recognized in advance of me. My suggestion is that Dr. Davidson 
_ should come prepared to discuss this question along with the other evidence he is 
going to give tomorrow. It is a matter of very grave importance and [ think it 
is a matter that may take up the attention of the committee for a considerable 
time. 


" q _ The Cuatrman: I have seen Dr. Davidson about the matter and he is ready 
i to make a statement on it. We can discuss the statement tomorrow but I believe 
_ the statement should be made now. 


__—Dr. Davipson: As far as I am concerned I am quite willing to make a state- 
ment now. If you want to ask me some more questions tomorrow that will be 
quite satisfactory to me. a 
The position briefly is this. If I were to limit my reply to Mr. Knowles’ 
question to the specific point as to whether or not any federal officer has ordered 
the Ontario provincial pension authority to do anything about changing the regu- 
lations, the answer would be a categorical no; no orders of any kind have been 
given or are ever given by the federal old age pension authorities to the provincial 
old age pension authorities. But, that would not be a complete answer to the 
question or the situation which has ‘been raised in the story. 
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This story was first drawn to my attention last night and following the — 
appearance of the story in the Toronto Telegram, Mr. MacFarlane received a 
phone call from Mr. Asbury, the Director of Old Age Pensions in Ontario, who . : 
was in fact the person who was interviewed by the Toronto newspapers. The 
story emanated from Mr. Asbury and Mr Asbury stated that Mr. Goodfellow 
had not seen the newspaper people and had not made a statement of any kind. — 
His reason for calling Mr. MacFarlane was that he was concerned at the way the 
story had appeared in the newspapers and was anxious to get in touch with us to © 
prevent any misunderstanding as to what had been given by him to the 
_ newspapers. 

The facts of the matter are these: if you refer to the evidence that I 
gave in the committee on April 18th, at page 70, you will see that I made 
specific reference to the fact that the Ontario pension authorities had recently 
made a change in their method of calculating the income from property used as 
a home. The details of that statement appear at the bottom of page 69, and 
at the top of page 70. Reference is also made to the Ontario procedure at the 
bottom of page 31 of the evidence and at the top of page 32, so that the 
situation which has given rise to the story is a situation which I referred to as 
long ago as April 18th. In actual fact it had originated from a directive which 
the Ontario pension authorities issued to their officials as long ago as January 1, 
1950. It is not a change in the regulations, it is rather a change in procedure _ 
for calculating certain types of income which was inaugurated as from January 1, — 
1950. ; 

Now, of course, it is known to members of the committee that the last f 
occasion on which any changes were made in the federal regulations was in @ 
1948. Therefore, so far as the story suggests that this recent change has been _ 
due to any change in the federal regulations, there is nothing in that at all; i 
there has been no change in the regulations since 1948. The change that has * 
taken place is the change I referred to on April 18th, a change in the procedure 3 
by which the Ontario provincial pension authorities calculate the income of 
pensioners living in their gwn homes. 4 

Now, as to the reasons why that change was brought about let me state — 
quite frankly to the committee that in a routine way our examiners went to 
the Ontario pension office for a routine examination of all files in the middle 
of last summer. They spent several months there, and in the course of their — 
examinations they came across a number of cases in which they felt that the 
method that the Ontario pension authorities were adopting at that time for — 
calculating income oni property used as a home, on rentals, and on board or % 
lodgers was producing some rather strange results. I say strange results because 
we can cite to you the case of a pensioner who was operating a commercial 


- 


* 
4 


on 


2 


4 
rooming and boarding house and who had gross income as high as $3,900 per 
annum from these business operations; and there were other cases that came — 
to our attention in our examination which showed pensioners operating rooming 
and boarding houses with a gross income of $1,200 to $1,400—anything up to — 
$2,000 gross income in a year,—without in any way affecting the amount of — 
pension. Our examiners considered that these cases were somewhat out of — 
line. When these cases were reviewed our local examiners, who are now in ~ 
Newfoundland, brought the matter both to the attention of the Ontario provincial — 
pension authority and to the attention of Mr. MacFarlane, the Director of — 
Old Age Pensions. Mr. MacFarlane discussed this matter on the phone with — 
Mr. Asbury, and later visited him in his Toronto office. ri) 

These matters were discussed jointly by the federal and provincial officials — 
concerned and the provincial officials agreed with us that their method of 
calculating income was not satisfactory in so far as it affected these types — 
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a “of individuals who are operating rooming houses, boarding houses and so on. 
_ That is about as far as the federal authority went into the picture. We expressed 
_ the view there should be some change made in the method of calculating 
income in these situations. The Ontario authorities agreed with us. We also 
_ felt there were complications in getting detailed receipts and so on under the 
method formerly used by the Ontario pension authorities. With that the 
- Ontario authorities undertook on their own responsibility to produce a new 
directive for the calculation of income which they would make effective on 

4 January 1, 1950. That directive is the one I referred to on page 9 of the 
_ proceedings of April 18th which provides that property used as a home would 
henceforth be calculated on the basis of four per cent of the assessed value 
_ without regard to whether or not encumbrances are on the home. As far as 
_ Iam aware it is that situation which is the cause of the story which appeared 
in the newspapers last night and this morning. I have no means of knowing 

_ and I do not know how anybody would have any means of knowing how 


_ many cases would be affected one way or the other by this new procedure adopted — 


__ by the Ontario pension authorities. I would add simply from the information 
- we have from Mr. Asbury that some cases are affected adversely and some 
are affected beneficially. That, perhaps, might suffice for the members in the 
_ way of a statement at the moment. As I say, I will be glad, after they have 
_ had a chance to study the implications of that statement, to answer further 
- questions on it tomorrow morning. ; 


Mr. Fueminc: Any questions now, Mr. Chairman? 


2 The CHAIRMAN: Questions tomorrow morning. 
Mr. Crouu: What I think is unfortunate is the timing of that statement. 
_.-—sOMr. Fremine: Surely, if you are going to have a statement you can allow 


- questions on it. 


a The CHarrman: Is it the wish of the committee that Mr. Fleming may ask 


questions now? 

= Mr. Rosertson: I think it is unfair to Mr. MacNamara to keep him here 
_ while we are discussing that statement. 
a Mr. Fiemina: I thought to raise this question at the beginning and suggested 

then it was a matter of some importance and might occupy some time, because 
_ the committee would have to ask Dr. Davidson questions, and as Dr, Davidson 
_ was coming to the committee tomorrow morning we might leave the whole matter 
_ to the committee tomorrow morning. The committee decided, however, to hear, 

- Dr. Davidson now. May I finish, Mr. Chairman? 

7 The committee however, decided to hear Dr. Davidson now. 

Mr. Rosertson: And leave the discussion until tomorrow morning. 

Mr. Fitemine: May I finish, Mr. Chairman? These interruptions— 

The Cuairman: Gentlemen, let Mr. Fleming finish. 

Mr. FLEMING: Surely we can ask questions now. 

n.. Mr. Macnavucuton: I want to ‘hear Dr. MacNamara. 

. a ~ Mr)sHomuru: Regardless of what you want there are still some rights in this 

committee. 

Mr. Knownrs: I think you should at least allow Mr. Fleming to ask a ques- 
tion or two. 

__--—s Mr. Rosertson: It was my understanding that we would hear Dr. David- 

son’s statement and let the discussion continue tomorrow morning. I think the 
chairman’s ruling should be maintained. 

a Mr. HomutrH: Wait a minute now, the chairman does not run this com- 

“mittee. : 
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-.. The CuarrmMan: I am in the hands of this committee. 
Mr. Larne: I move we proceed to hear Mr. MacNamara 
- Mr. Fiemina: This is an oppressive use of the power by the majority of the 
committee. Surely, there are some obvious matters that we would want to ask 
Dx, Davidson questions on, to get information on. 
Hon. Mr. Farquuar: If you want that opportunity, everybody should have _ 
the same privilege. ; | 
- The Cuarrman: All right. If we do that, we will sit this afternoon. 
-. Mr. Core: The committee has no decision to make at this time. It has 
already been agreed upon at the outset we would hear a statement from Dr. q 
Davidson and immediately after we would proceed with our witness of this morn- 
ing, I submit any further discussion at this point 1s out of order. ; 
Mr. Fuemine: There was not a word said about proceeding immediately 
with Mr. MacNamara. 
The CuairMan: I did say that. . 
~ Mr, Fiemine: If you did, I did not understand you. 
Mr. Brown: ‘Cannot Mr Fleming raise questions tomorrow? 


The Cuarrman: Definitely. F 


Mr. Fueminc: I think, since the question is opened, up now no one should — 
be prevented from going on and asking questions to elicit information. i 


The CHamrMAN: It was agreed that we would proceed as follows: That Dr. 
Davidson would make a statement and we would reserve all further questions on ‘ 
it until tomorrow morning, andthe reasons for my suggesting such a course were _ 
that we have the Deputy Minister of Labour here as a witness this morning. Fe 

Mr. Fiemine: I did not hear you say that. 

The CHarrMAN: I certainly did say it. 

Mr. Furmina: Did you say we will hear Dr. Davidson and reserve all ques- st 
tions until tomorrow? z 

~The CuarrmMan: I did definitely say that and my reason for it, first was 
that I felt the matter was of sufficient importance to warrant an immediate if 
statement or comment by Dr. Davidson in view of the statement in the press last 
night and this morning, and, secondly, as our witness this morning is Mr. 54 
MacNamara, who has to deal with two very important matters, I thought that 
we would reserve the questions for tomorrow in order to give Mr. MacNamara ce 
time to complete his testimony today. That was the reason for my decision, and 
I understand that the members of the committee, with a few exceptions, agree x 
we should proceed with Mr. MacNamara’s brief. : 


Mr. Fieminc: It is under protest, Mr. Chairman. 
The CuamrMAN: That is your right and even your duty if you feel that way. ry 
, a 


Mr. Knowtss: That is as far as it goes. ; 
Mr. Fuemtnc: I am sorry, I did not hear you say that. a 
The Cuarrman: Yes, I did say that. is 


Now, gentlemen, Mr. MacNamara is accompanied by Mr. George Barclay, ‘i 
Director of Unemployment Insurance and Mr. C. McCord, Director of the Gov- S 
ernment Annuities Branch. As you can see, the brief is divided into two or three i 
parts. | : 

- T will now call Mr. MacNamara. D4 
§ 


3 Mr. Arthur MacNamara, Deputy Minister of Labour, called: 

a ‘Brief presented by Arthur MacNamara, Deputy Minister of Labour, to the Joint 
- Committee of the Senate and House of Commons on Old Age Security, 
a June 1, 1950. 


- INTRODUCTORY REMARKS | 


_ Honourable Members of the Senate and House of Commons: 


- Despite the fact that I am called before you please allow me to make it 
clear that I do not count myself as an expert in this field of Old Age Security. 

. My membership on the working committee on Old Age Security under the 
_ chairmanship of the Deputy Minister of National Health and Welfare has 
acquainted me with some of the problems involved in planning a system of old 
age security. — 


During the past ten years I have been actively concerned with the adminis- - 


_ tration of the Canadian Government Annuities Act 1908, and the Unemployment 
Insurance Act 1940, legislation which constitutes an important part of the Cana- 
_ dian pattern of social security. 

— Since the Unemployment Insurance Act came into operation in July, 1941, 

a large number of Canadian wage and salary earners, together with their 
- employers have been contributing to a compulsory insurance scheme designed 

__ to provide a degree of individual security against the risk of unemployment. 

The Canadian Government Annuities Act, passed in 1908, has been giving 
- people an opportunity to provide for their old age; it being “in the public 
_ interest”, the preamble to the Act states, “that habits of thrift be promoted and 
_ that the people of Canada be encouraged and aided thereto so that provision 


may be made for old age”. In effect, this Act has operated as a system of. 


voluntary old age security. 


I would ‘like to set forth an outline of the operations of these two Acts and 


to take the opportunity to make a few observations which might possibly be 
applied to your study. , 
a My statement is in three parts: 
, = ' First in respect to the Unemployment Insurance Act. 
a Second in respect to “The Canadian Government Annuities Act” and 
Third, some general comments. 


THE UNEMPLOYMENT INSURANCE ACT 


unemployment insurance whereby employers, employees and the Federal Gov- 
ernment contribute to a pooled fund amounts sufficient to provide workers with 
a reasonable degree of protection against the risk of unemployment. The main 
features of the Act are as follows: ; Canes’: | 
(a) Rates of contribution and benefit are set with a view to maintaining a 
— long run balance between the revenue and expenditure of the Unemploy- 
ment Insurance Fund, and consideration is also given to what is a 
reasonable cost to employers, employees and the Government, and what 
is a reasonable amount and duration of benefit to individual workers. 
-(b) There is a relationship, in a broad sense, between the insured worker’s 
income, the rate of contribution which he pays, and the rate of benefit 
which he receives in the event of unemployment. 
(c) Qualification for, and duration of benefit is dependent on the record of 
contributions which a claimant has established during a limited period 
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The Unemployment Insurance Act, provided a contributory system of 


(5 years) previous to the filing of his claim. The claimant must have | 


, 
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made 180 daily contributions in the two-year period prior to the claim 
in order to qualify for benefit. He is then eligible to receive one day’s 
benefit for every five daily contributions made in the five-year period 
prior to the claim (minus 4 the number of daily benefits drawn in the 
previous three years). 

(d) At the outset, the coverage of the Act was extended to as large a 

- segment of the employed population as was then considered feasible, 
in the light of actuarial calculations of the risk of unemployment in 
various occupational groups, and bearing in mind a desire to minimize 
the cost of administration. 
Since 1941 the coverage of the Act has been broadened, as administrative 
experience proved such action to be practicable, to include further 
occupational groups, such as seamen, stevedores and workers in 
lumbering and logging. 

(e) The whole plan operates in close co-operation with the National 
Employment Service whose function it is to act as a clearing house 
for workers seeking jobs and employers needing help. 


Oxtp AcE Ssecurrry AND UNEMPLOYMENT INSURANCE 


1. During the deliberations of the Joint Committee of the Senate and the 
House of Commons on Old Age Security, references have been made from time 
to time to Unemployment Insurance, and it has been suggested that it would be 
possible to integrate the administration of a federal plan of contributory Old 
Age Pensions with that of the Unemployment Insurance Act along the lines 
adopted by the Government of the United Kingdom. 

2. With regard to the financial aspects of Old Age Security, there are in 
existence (a) contributory plans and (b) non-contributory plans, and in each 
case these are on two broad bases (1) funded and (2) pay-as-you-go. Unem- 


ployment Insurance in Canada at present is a contributory plan into which 


flow three broad streams of revenue from (a) the employees, (b) the employers, 


and (c) the Government. It is also on what has been described as a cyclical — 


budget plan in that contributions are based on an average yearly rate of unem- 
ployment and when unemployment is below that average the fund accumulates 
and when above the average the fund declines. This is a very necessary feature 
of any unemployment compensation plan because the incidence of unemploy- 
ment in any year cannot be accurately determined. Our Canadian Unemploy- 
ment Insurance plan is also a funded plan, in that the rate and duration of 
benefit is determined by the rate and number of contributions paid by the 
individual employee. 


3. Because it is a funded plan,-it is necessary for the administration to — 
maintain an individual record for each worker-contributor for a period of five | 


years, and the Commission now maintains some six million individual records 
and an alphabetical index of active contributors. 


4. The contributions to the fund are collected mainly through the sale of 
Unemployment Insurance Stamps, which are affixed to insurance books issued 
each contributor. The books are renewed annually so that at any time the 
contribution record for the individual for the current year is in the possession 
of his employer while he is working and in the worker’s possession while he is 
unemployed. Records for the previous five years are in the custody of the 
Commission. 

5. The Commission also maintains a staff of auditors who are responsible 
for the collection of contributions. At the present time, each employer is visited 
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on an average of every eighteen months. Unfortunately delinquency, although “e 


diminishing, is such that a fairly large staff is required. 
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oe’ G. From the above brief summary, it will be noted that Canadian Unem- 


_ ployment Insurance contains three features which are found in various types 
of Old Age Pension legislation— 
ey ~ (a) Contributions; 
(6) Cyclical budgeting or reserve fund; 
= (c) Funding. 
It would be feasible I submit to combine Unemployment Insurance and Old 
_ Age Security by using the same technique and machinery for both. Ultimately 
2 universal coverage could be attained for both although I do suggest that this 
objective could best be developed over a period of years. 
& It might be of interest to have some statement of the administration cost 
of these features and the estimated cost of administering an old age pension plan 
either with or without any or all of them. 
a In the following the cost of collecting Old Age Security contributions are 
shown on two bases: 


oe - 


coverage of the Unemployment Insurance Act, and 
(ii) if universal coverage were brought about. 


7.. With regard to cyclical budgeting or the creation of a reserve, this would 
in itself have little or no effect on costs, whether the plan was contributory or 
- non-contributory and whether or not the plan was funded to the extent that 
_ the pension granted was related to the contribution rate or duration. 


8. The following estimates are appended— 

1. Cost of collecting Unemployment Insurance Contributions 

; (a) On present coverage; 
x (b) From all wage earners. 
2. Cost of collecting Unemployment Insurance and Old Age Contri- 
ie: butions 
q (a) On present coverage; 

a (6b) From all wage earners; 
y (c) Universal coverage. : 
3. Cost of maintenance of Individual Records 

(a) On present U.I. coverage; 

. (6b) For all wage earners; 
g (c) Universal coverage. 
9. Cost of Collecting U.I. Contributions— 


Present Coverage — 


MO UMIDETIOL MMO IOVeErs os fae. dak Meal eels oe 217,000 
Insured Wage Earners 
: Beam IN EIV TP MOVERSs i). i ew Vow ee ee odes 2,473,000 
- Employed part time in insurable industry .. 344,000 
——_—___—— 2,817,000 
Revenue from employers and employees ...... $100,000,000 


(1) Audit of Employers— 
ROMER Oe ee ere RR tog DA 4 tiie yak $ 1,430,000 
; ES EES NCES 0 ee ne are Pee eS 163,000 
MEP Eent |. os... vit. - USRIEAe Online Chane ee EE 63,000 
Supplies, ete. No SOSA S Cio Rt al Sas NaS 60,000 1,716,000 


(2) Loeal, Region’ and Head Office Cost 5% of 
Total “Administration ee te A A eee ee aie, eee 1,000,000 


$ 2,716,000 


wa 


4 Nore: Income tax cost— 

1944 Revenue $1,635,494, 706 Cost...... Roe 4:9% 
1949 Revenue $1,368,341 099 (ost RAE Oe 2-05% 
Above. includes corporation as well as per- 

sonal collections. Corporation taxes cost less 

than personal to collect. 


. 


(1) 1f collections were taken for Old Age Security from those ‘under. 


(3) Cost as a percentage of revenue .............5.- 2:7% | 
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10. Cost of collecting U.I. Contributions— 


From All Wage Earners 


Employers per statement No. 9 ( ; 
Estimated employers in presently non-insured industry 


Valvive © & 6] 6) (e te 6 vepie 6 0.0, jexle! © 8 1s elie 16's (6 he je) 


Total Employers 
Insured Employees 
Added April 1. Lumbering and logging 

” July 1. Earning $3,120-$4,800 
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Ce 
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Total Wage Earners in Labour Force 


ee 


Present collection costs per Statement No. 9 
Estimated additional cost—approximately— 
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The number of Employers shown in the labour force (i.e., persons) is 


To this must be added for cost purposes 
Branch establishments 
Corporations, limited companies, 


Total 
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217,000 
125,000 


342,000 
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706,000 
3,673,000 


$ 2,716,000 
1,000,000 


$3,716,000 


ae 
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31,000 
59,000 


342,000 
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11. Cost of collecting unemployment insurance and old age contributions— 


On Present Coverage 


The cost : of collection is more nearly related to the number of persons from — 


whom collections are made (1.e. Employers) than 
whose behalf collections are made or the amount 
rates of contribution would probably mean more 
of collection. 


Present cost of collection (Statement No. 9) 
Add 10% 


Cr 


12. Cost of collecting U.I. and O.A.P. contributions 


Estimated Cost per Statement No. 10 
Add 10% 


13. Cost of collecting contributions — 


Univer sal Coverage 


Total Employers kSiatament No. 10) 
Own account workers 


Estimated cost for all wage earners (Statement No. 10) 
Estimated revenue for own account workers $40,000,000 
Cost of collection estimated 5% 


ed 


Total cost of collection 


i 


ee 
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to the number of persons on 
of the contributions. Higher 
delinquency and heavier cost 


$ 2,716,000 
272,000 


$ 2,988,000 
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$ 3,716,000 
372,000 


$ 4,088,000 
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342,000 
932,000 


1,274,000 
$ 3,716,000 


2,000,000 
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14. Cost of maintenance of individual records for unemployment insurance. 


For Present U. I. C. Coverage y, 
Salaries 
NAGA CUICE ote 0 5 Shh cw Ce OLS Sn eR ie ae tect WoMon en hats apt ike ogc a ane nee piatoa $ 15,000 
RAO Ie RECOLUSUN son Se Kine aici oie Uhh eR Akio area oie Riis bo Rete 507,000 
PACES hah Nona vd She ae Mea Gal wa ARE ETS ce IS ee eivs te Shela ter eity ectie alaie nie eemeanetetat 80,000 
Toh cicl Oar iad | ad aD RP GR PURO AEE A ey AL EDAL AM  R ME oH td rN Ne Met Mn  Zno Ga 5,000 
$ 607,000 
Mitee SD ACety wt cArh sc hovvtln, Sauces 6 WAS cpecdet tafe sign la Wie Rip niece as Sates Lol ate Ieee 70,000 70,000 
Supplies - 
API SUP ATOR «EOS os, us x one nie aie CRTAe © oleate Ney ave ihe CeLE PU RUIN een ee 75,000 
6S 011 Ae, RE RRS Pee OL carer OR eR CLS ot PON eis haere Rn ea, 8 OE at 75,000 
PSIPULANCE “SbATIDE bia). ob Me bi ileve eeatae ite le alah acly inuctaclgiie iguatieie ys. So haneh ate tay orks GOR 49,000 
199 000 
KErabe aye), DOO PONECWAL uss a tele Oa ews Uke Peo eas eile Wak prams Aube) we Cate 106,000 © 
Gerniniiserdu on eale of tstambel bac liv). .cibes eros as abe ea een eee ee 523.00 
Local, Regional and Head Office Cost—5% of administration .......... 1,000,00 


$ 5,716,000 
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4 15. For the purpose of the estimates in Paragraphs 16 and 17 which follow, bin 
_ an Old Age Pension Plan along the following lines has been envisaged: . 
Eligibility: To qualify for old age pension a person must have contributed an 
_ average of 40 weekly contributions for each year since the plan commenced or a 
- maximum of 400 weekly contributions whichever is less. : Mic 
* Rate of Pension: A flat rate irrespective of rate of contribution. This means if 
_ that the record of the individual would record only the number and not the amount . 
of the contribution paid. ie 


a 


16. Cost of maintenance of individual records. 


a . For All Wage Earners 
tN 
a Unemployment Insurance and Old Age Pensions 
_ Number of Employees in Insurable Employment ..............ccceeeeeeeeeeeeees 2,817,000° — 
RE Vm ere areca ba eer eile Yb TS tek oe Rae aks ema ais nhac katie also eid aebngehene t 856,000 
me Present Cost ...... SUAS ae de ay ee Loree Rint ee noe tec Nc Ua $2,505,000 
= ee OAT ADC, COVETR RO 5. 65/4 aie-cipiare ald aly Seieie'sa' «ols. ce olabelodarey Tie fa 'e gad ta 750.000 
. Add 5% for maintaining records longer than 5 ‘years ...........ccccceccccens 125,000 | 
BAe rae ‘ $3,380,000 
17. Cost of maintenance of individual records. " 
ae i Universal Coverage 
RA AM AUIs OCPD ATIOI flix) i.) 5 2 sia) s «0 8S dle Wale « vv ye si eRe dba w eae ello de ah 2,817,000 a 
NE ee MSS CE MEO LCE Meek ott 2) fin oy o's Se cn 86 o ais. 6 LG Misvele clecete e's a Ok olp eed rapa ema 5,253,000 
RLM) Ha en ts cA! as aoe. s ciateln de & ate COR ote be id ee . $2 505,000 
Memrdd: 100% % 24.6% SS 2,505,000 
OR OA os ao Ads we pas cai pitiateds ay eee am PmeE al $5,010,000 : 
a 18. If an old age pension plan along the lines mentioned in Paragraph 15 were 


~ enacted and administered with Unemployment*Insurance, the additional cost of 

_ adding this information to existing records would not be great. There would of 
- eourse be records for more people and the records would be kept for a longer - 
period. ; rah } 
If however old age pensions were administered separately and separate con- 
tributions collected and separate records maintained, the costs shown would be in ~ 


- addition to the costs now or in future incurred in administering Unemployment fe 
~ Insurance. 3 r 
19. The above estimates deal with the cost of collecting contributions and the i 
maintenance of individual records. They do not cover the cost of verifying and e 
- adjudicating claims or of paying benefits which would be additional items the cost eye: 
of which could not be estimated without knowledge of the details of the plan Red! 
_ adopted. } Shae 
a r 5 aes 
3 CANADIAN GOVERNMENT ANNUITIES ACT ae 
Be 7 . se, hes ee 
An Act to authorize the issue of Government Annuities for Old Age was 1 
assented to on July 20, 1908, and cited as the Government Annuities Act, 1908. a Pi 
The preamble to the Act reads as follows: “Whereas it is in the public ot 


: ‘interest that habits of thrift be promoted and that the people of Canada be 
encouraged and aided thereto so that provision may be made for old age; and_ 
whereas it is expedient that further facilities be afforded for the attainment of — 
he said objects: Therefore His Majesty, by and with the advice and consent 
of the Senate and House of Commons of Canada, enacts as follows’’. 
Much of the background of this statute may ‘be found in a Parliamentary 
Paper entitled “Old Age Annuities” dated at Ottawa in 1907. This publication e 
contains speeches delivered in the Senate during the Third Session of the Tenth a 
Parliament by The Right Honourable Sir Richard Cartwright, The Honourable ee 
James McMullen, The Honourable George W. Ross, The Honourable Donald 1 3 
Ferguson, and The Honourable Michael Sullivan. 
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The Government Annuities Act, copy of which is annexed to this brief, has 
remained substantially unchanged since its enactment in 1908. Under the 
provisions of the Act two general types of contract have beem issued. These are: 

(i) Deferred Annuities 
(ii) Immediate Annuities 

There are three plans of Deferred Annuity contract available: 

(a) Deferred Life Plan—Upon maturity of the contract, the annuity com- 
‘mences and it is payable in regular monthly instalments for the life of the 
annuitant, the benefits ceasing with death. Should the annuitant die before 
the annuity begins the premium payments made plus 4 per cent compound 
interest are returnable to the annuitant’s estate. 

(b) Deferred Guaranteed Plan—Upon maturity of the contract the annuity 
- becomes payable in monthly instalments, continuing for the life of the annuitant 
and for 5, 10, 15 or 20 years in any event, according to the guaranteed period 
selected by the purchaser. If the annuitant dies before the annuity commences, 
.the moneys paid with interest are returnable to his estate. Or, if the annuitant 


dies during the guaranteed period, the instalments of annuity remaining unpaid | 


are continued to his estate for the balance of the guaranteed period. 
Table No. 1 sets forth monthly rates for Annuities for $480 per annum 


at ages 65 and 70, Male and Female, on Ordinary Life and Guaranteed 


Plans. 
3% Rates TABLE NO. 1 


MonTHLY PREMIUM FoR ANNUITY oF $40 PER MoNTH WITH RETURN OF PREMIUMS WITH INTEREST IF 
ANNUITANT DIES BEFORE COMMENCEMENT OF ANNUITY 


MALES 
oe | Maturing at age 65 Maturing at age 70 Age 
a +--+ | at 
Issue | Ordinary | Guar. Guar. Guar. Guar. |Ordinary] Guar. Guar. Guar. Issue 
Life 5 10 15 20 Life 5 10 15 
$ $ $ $ $ $ $ $ $ 
20 4.94 5.04 5.42 6.00 6.77 3.41 3.54 3.94 4.61 20 
30 7.58 7.78 8.30 9.17 10.37 5.09 5.28 5.90 6.86 30 
40 12.58 12.86 13.78 15.26 17.18 8.06 8.40 9.36 10.90 40 
50 24.62 25.20 27 .02 29.86 33.65 14.26 14.83 16.61 19.30 50 
60 86.26 88.37 94.66 104.69 117.94 33.41 34.80 38.88 45.22 60 
FEMALES 
20 5.76 5.81 6.05 6.43 7.01 3.98 4.08 4.37 4.85 20 
30 8.83 8.93 9.26 9.89 10.75 6.00 6.10 6.53 7.25 30 
40 14.64 14.83 | 15.41 16.37 17.81 9.46 9.70 10.37 11.47 40 
50 28 .66 29.04 30.19 o2eL1 34.90 16.85 17.14 18.34 20.30 50 
60 100.51 101.76 105.70 112.46 122.16 39.36 40.22 42.96 47.57 60 


Witnout Return or PREMIUMS IF ANNUITANT DIES REFORE COMMENCEMENT OF ANNUITY 


Males—Ordinary Life Females—Ordinary Life 
Maturing at age 65 At age 70 Maturing at age 65 At age 70 
$ $ $ $ 
20 3.74 2.25 4.64 2.99 20 
30 5.95 3.52 Vesy, 4.65 30 
40 10.35 5.89 12.73 ayia! 40 
50 21.50 11.18 26.21 14.42 50 
60 81.66 28.87 97.15 36.07 60 
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(ce) Deferred Last Survivor Plan—Under this plan two persons, generally 

husband and wife, take out an annuity together. Upon maturity, the annuity is 

a paid as long as both live and the full amount to the survivor for life. If one 

annuitant dies before maturity, the full amount paid in premiums remains at 

the credit of the survivor. If both annuitants die before commencement of the 
annuity, the premiums with interest accumulations are returnable. 
There are three plans of immediate annuity contract available: 
; (a) Immediate Life Plan-—-The annuity under this. plan commences one 
_ month from date of purchase and continues as long as the annuitant lives. 
(b) Immediate Guaranteed Plan—Under this plan the annuity is payable 

- in monthly instalments during the life of the annuitant and payments are 

guaranteed for 5, 10, 15 or 20 years in any event, according to the guaranteed 

period selected by the purchaser. If the annuitant lives longer than the guar- 

_anteed period, the benefits are continued as long as he lives. 

f. (c) Immediate Last Survivor Plan—Under this plan two persons, usually 

_ husband and wife, purchase an annuity jointly. The annuity is payable in ~ 

- monthly instalments as long as both annuitants live and the benefits are con- 

_ tinued in full amount until the death of the last survivor. 

4 Deferred annuities may be purchased by periodical premium payments 

_ or by single premium payments. The periodical premiums are usually deposited 

_ monthly, quarterly, or half-yearly or amnually. The purchase of immediate 

_ annuities is by lump sum cash payments. Premiums may be deposited at any 

_ postal money order office throughout the country or remitted to the Annuities 

_ Branch direct by cheque, money order, etc., in favour of the Receiver General 

_ of Canada. The maximum amount of annuity purchasable oni the life of one 
_ person or on the lives of two persons jointly is $1,200.00 a year. 

Under Section 6 of the Act provision is made whereby Group Contracts 
_ may be entered into with employers to give effect to approved employee retire- 

_ ment pension plans. ) 
> Until about ten years ago very little use was made of Canadian Government 
Annuities for the purpose of underwriting Retirement Annuity Plans. Since 
that time the development has been as follows: 


, Group Contracts Employees 
March 31 in force included 
1940 4 1.240 
1941 30 wg be 4. 
1942 49 11,180 
1943 70 15.351 
1944 154 28 919 
1945 270 38,872 
1946 433 56,227 
1947 612 86,638 
: 1948 708 113,401 
: 1949 809 143,270 
ey! 1950 846 158,959 


Of the 158,959 employees included up to March 31, 1950, 36,973 were no longer 
participating for reason of retirement, death or termination of. service, leaving 
a net total of 121,986 active participants. 

In addition to Group Annuity Contracts, approximately 300 pension plans 
covering about 8,000 employees were underwritten by individual contracts. 
a Premiums paid under contracts entered into in connection with Retirement 
Annuity Plans amounted to $32,537,083.54 in the fiscal year 1948-49, and 
_ $36,506,202.65 in the fiscal year 1949-50. 
Retirement Annuity Plans are underwritten by entering into a Group Annuity 
— Contract where a large number of employees is involved, and individual con- 
tracts for the smaller organizations. The premium rates are the same in each 
method of underwriting and are similar to the rates applicable to persons 
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purchasing annuities as individuals. The normal type of plan is contributory, 
the employee paying a fixed percentage of earnings and the employer paying 
a similar amount or such amount as may be necessary to complete the purchase 
of a fixed annuity. The employer generally makes additional payments 1 in respect 
of prior services. When an employee’s service is terminated prior to retirement, 
he cannot withdraw his money but is credited with a paid-up annuity purchased 
by his own contributions and such part of the employer contributions as the 
contract may prescribe. In the event of his death before retirement, the total _ 
of his own contributions with interest and such part of the company con- ~ 
tributions as the contract may prescribe will be paid to his heirs. On retire- 
ment, the annuity purchased by all contributions made on his behalf will be 
paid to him for life and generally carrying a ae that payments will be 
made for a minimum of five years. 


CONTRACT AND APPLICATION FORMS 


It is provided in Section (c) paragraph 18 of the Act that the Governor in | 
Council may make regulations not inconsistent with the Act—“as to the mode 
of making, and the forms of, contracts for annuities, including all requirements 
as to applications therefor’; 
Therefore, all forms of application and contract writings for annuities entered 
upon individual and group basis are approved by the Governor in Council. [ 


SALE OF CANADIAN GOVERNMENT ANNUITIES 


Special representatives for the sale of annuities are employed on a com- 
mission basis. These representatives are located in the principal centres of — 
population. Annuities field men cover not only the municipality in which they — 
are located, but the surrounding districts, maintaining co-operation with the 
Postmasters. The sale of annuities in the smaller centres of population not 


covered by annuities representatives is dealt with by correspondence direct with a 
Head Office in Ottawa. « 
INTEREST RATES AND Morrauity TABLES ’ 


The interest rate and the mortality table for calculating annuity premiums | 
are set by Order in Council as provided in the Act. 4 

The original rates were at 4% interest with mortality according to the — 
“British Offices Life Annuity Tables, 1893”. In 1936 an interim increase of 15% 
in annuity premium rates was made, pending a mortality study to be made by > 
Professor M. A. Mackenzie of the University of Toronto. In 1938 a new ~ 
mortality table was adopted, namely that contained in the volume “The ~ 
Mortality of Annuitants 1900-1920”. This table is known for short as the — 
a (m) & a (f) table, and it is a projection of the mortality improvement to ~ 
produce the level of mortality to be expected in 1940. Ages were taken as one ~ 
year younger than actual age, as Professor Mackenzie’s report revealed that = 
the ore ty, under Government Annuities had been a that level. Rees 


made a charge against areas contract oer but. are paid out of an Annuitiel 
administration appropriation voted by Parliament for the purpose. Money b 
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‘ived in consideration for annuities are deposited in the Consolidated 
enue Fund and payment of benefits under annuity contracts are paid out of 
the same Fund. The increase in administration cost in recent years is accounted = 
fo _ by the general increase in volume of business written and under 
administration. | . papas ¥ 
~~ ‘Table No. 2 gives administration costs, amounts transferred to main- 
tain reserve, and number of annuities in force in each of the past twenty 
years. 
During recent years a marked growth occurred in the number of Group: 
Annuity Contracts under administration from 4 contracts covering 1240 © 
employees in 1940 to 846 contracts covering 158,959 employees as of March 
31, 1950. ; Z 
Yaa R fy 
__. The increase in the number of Retirement Annuity Plans established 1s 
largely due to the generally increased interest in Pension Plans throughout 
Canada. he 
_ Prior to the rate change in April of 1948 the sale of individual annuities 
was steadily increasing as more and more people im classes not covered by any 


‘th: 


pension scheme and who were desirous of making provisions for their own ol ery 
age became aware of the Government Annuities System. boi e) 2: 
; 3 ~ ed 4 
nw 
: TABLE NO. 2 bate 
yp avgt ©. 
RE GoveRNMENT ANNUITIES AcT ah 
R we 
Amount Adminis- Annuities Adminis- af 
Fiscal Y transferred tration in force, tration. +# Das 
iscal Fear” to maintain Costs deferred cost per. | 
: Reserve and vested annuity | 
$ $ aoe 
sleet etl Le Pale ips, oe Recess 108, 644.72 105, 000.00 11,781 Sota 
fe hea EA om baie eee ROS adc, es See 261,939.35 75,000.00 13, 273 5. Gaee a 
OE Saray Y de Sage SEY 2 Si ie oy ee 289, 435.39 57,000.00 14.400 3.96 _. 
Pe eh es he le oy oo ee tee 184 , 237.98 84,177.23 16.565 5.08 
Sy eis sep 2 alone OR Rene ack ere 146, 057.46 135, 000.00 20, 226 6.67 
MRK oy a foal ro he =, kp~ Bom ue 271,826.73 187,912.52 26, 249 7.16 
sce Se ood eee ed ao ee 540,831.72 212,036.79 33, 685 6.29 
rE, St te We DME So xe Agee Sin ole tyne o-° 8, 941,195.84 185,955.41 39,015 4.77 
Loh Saat ee ee nil 261, 254.56 46,970 5.56 
EE A Se eee ee in a co eee 379, 006.95 276,669.17 54,060 5.12 
ERE Sale oe eee ae 111,425.22 249,540.76 65,780 | . 3.79 
1941-42....... AN Oe Dae ee | ae ene eeee ae I oS 616,981.58 255,441.52 73, 347 3.48 
3 SEV a eee Eee e ener e eect 497,790.26 264, 228 .67 81,627 3.24 
fad 6 ES Soe So ead ee ee 32,180.49 303 , 917.28 99,430 3.06 
aes ht 3S ee ae, Rennes ena 257 , 288 .00 353, 556.72 112, 184 3.15 
ge Sele PU a ea 293 , 797 .96 400,916.51 “ 133, 387 3 0Lsy 
odode &: Ate bh bd Se Re eee eee 977 , 069.58 663,412.83 173.254 3.83, 
ato Sank = eSB el ae ees as He 331,856.85 665, 622.45 210,935 | ~ 3.167: 
oo ENE ee aS Te as) one) Sears 11,408, 468.42 725, 296.90 242 , 292 2.99) 
Se Ee ed Stoo pe ec ee 1, 255.771.76 699,423.84 258 , 679 2:7TOs 
3 ste a, RS ES ieee ee 


a be 
: Nore: The history of the annuity business is one of increasing longevity. This is reflected in the above 
ficures for transfer to maintain reserve. At each year end, more people are alive than the rate basis provided _ 
fon and therefore the reserve held is greater than expected. In 1938 and again in 1948 the rates for new 
ann uities were increased to provide for greater longevity of annuitants; and in those years the reserve for 
vested annuities (annuities being paid out) was brought up to the level of new contracts. Hence the sub- 
stantial transfers in those two years. vate. 
Deferred annuities sold at old rates are valued at current levels when they mature. Thus the i:mor- 
ality loss is absorbed at maturity date instead of spreading it over the life of the contract. The end result — 
same. We feel that the 1948 rates are adequate for annuities to be sold during the next three or four 
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Annexed hereto are the following tables: 


3 Table No. 3—Shows the net amount received in premiums from 1908 
to March 31st, 1950, and the total amount of benefits paid out in annuities 
during that period. This table also shows the net premiums received and 


benefits paid during each of the past ten fiscal years. 


Table No. 4—Shows the number of annuity contracts in force by cate- 


gory (i.e.) vested, deferred individual and deferred: group. 


Table No. 5—Shows the number of contracts and certificates issued 


deferred, immediate and group during each of the past ten fiscal years. 


If a universal old age pension plan which would provide $40 per month at 
ave 70 for everyone were put into effect, it would be quite feasible to issue 


ene annuities which would commence at age 65 ‘but would reduce at 


TABLE No. 3 


Ner Premium Recerrets AND Toran ANNuITyY Benerits Parp DURING PERIOD 1908 To Marcu 31, 1950, 


AND DURING EACH OF THE PAST TEN FISCAL YEARS 


Net 
—— _* Premium 
Receipts 
$ 

{ODR Tonia ob 31) LOGO ic ee ae cr OR ER Se ae eRe ara ka 593,302,705 
bE Sp EE ar AS ice, al ies EIEN Ad aetna ae R nia i age tae, dae gl eat 18,803, 645 
TREE ESSE EN AG Olle ERG a) Tie rl a eum Oa Ee fcr! CARMA SE od es MO Te Seae re ak 19, 630,645 
(WY BBE, Air RN aS RO Sa IN Cee A Ae ee eM MRP ONO Cia oe Wearats 20,415,365 
Pep aR ent VST AA NaS sabes die het Bes Aye rag oe WR Maa NE Jae aAUS IP. 26, 600.098 
fet Bac TS Gea A A RAEN ol A siege ns, lag ai aut. eee ans 33,076, 436 
JE Lae er A | NO Ra On eM eh evga EA ahieg eked te MWY Mesa dtd 46.954, 536 
Woy) Pets Ooo ER ee RSS AS ROG WUE Unig Ames aehed swe GLEN UTA ees Cary S 72,009, 764 
te So che ae gs Sella ORR te ger TO RIAL, | Gm yo alr ARO) thai Orica ne I 75,067, 827 
yO) ASLAN BUN EUS Ae CR Dee ny Pre en Sede VEO NY bor SOG els Aa 64.311, 116 
Or AES CVE Oe NOMEN CoML cn eRe Mtn RA Diy bs MID AMUN MEP io) a OO 2 Ro 63, 133.242 


{ Recipes pipe ee nee RL A TL ee ee 


TABLE No. 4 
NuMRER OF CONTRACTS IN FORCE BY CATEGORY AS OF Marcu 31, 1950 
WES BEC hee A nM ye) Cite gnn a Me = Oe Rene ena er te De eae Uh ee DATS a a ee 


Deferred—Indi vidaat RC NN Birk WA OD iy thn We ieee MR eas CeCe en RUB EGE ie be ph ob 
defer rO6ds=—Groupe Uarik. cle sel a ee ee eae AT eR las Won mtn in eM ET Se 


TABLE No. 5 


C. re ial "s Py we, 
: } 

= 

: 

Annuity : 
Benefits 
Paid % 

$ k 
199,504,115 
9,016,976 R 


9,763,595. 


10, 552, 688 : 
11,171,629 “= 
12, 183.875 ‘i 
13,486,347. 
15,651,343 @ 
18,294,186 
21,304,755 
23,448,706 


a 


% See Sas ae i 


51,759 ' 

84,934 ¥ 
121,986 

58, 679 


eee ac en 


NuMBER or CoNTRACTS AND CERTIFICATES ISSUED, DEFERRED, IMMEDIATE AND GROUP, DURING EACH OF ~ 
PAST TEN FISCAL YEARS a if 
ah God StS a SO OE REE ele EE OS SaaS My Pie ah Ree ee WED Rha rta ce ied lta Sa RE Re Se ee 
Individual | Group % 
Contracts Certificates 
Fiscal Year Issued Issued Total 
Deferred Immediate | (All deferred) 
op 
Od Ae aca ee leh eh ad, CN UES rk, penne Mele ned® SeLLe 1,681 6,536 11,994 
Bi Ob ee Ratan Org Di a7 12 anit CR Me gle LH pk! 3,411 1,778 3,404 8,593 
ra a tle. Fos Ne ae, See ikea Es Be ote ele Lie) 4,094 1,343 4,171 9,608 
San arn eee oe MERE or ie ea Ee ae ae eG 4,415 137is 4 13, 568 19,354) <8 
MGA A Rn Aes atetiaesd Seine ae dee eee 4,853 1,630 9,313 15,796 : 
OREO AE CN cee Ona oe ARs ceo ee SM one aioe 6,098 2,085 17,355 25, 538 
SV OT Aa Og EO EAP AT SREY fin Ree WN de ee SS 9,530 3, 644 30,411 43,585. am 
ROG rae dies Fle Kas Sate Pcs Oe ok Se oees 10,794 3,443 26,708 40,945 
HAS seem Tes, Bee rece Ne ie eo igs Ante LL AEDS 5 4,821 1, 642 29, 869 36, 332 
eke SS a BE tg eR te eee he 5 POH Rep ere 3,958 1,431 15, 689 21,078 


A ¥ >, ‘“ % ae 


70 by hee amount of the diverse old age pension. The formula would be 
com plex if the annuity were guaranteed and especially if the guarantee ran 
beyond age 70. For annuities without guarantee, however, reduction in cost on 
an annuity of $100 per month, starting at age 65, reducing to $60 at age 70, 
Ee rould be 10 per cent for males and 12 per cent for females from the cost of a 

level annuity of $100 per month. 
In summary, the Canadian Government Annuities scheme provides a simple 


ia: 
a 


- Canada to provide an assured income for old age. 


Government Annuities may be purchased under individual annuity con- 
tracts either on the instalment plan or by lump sum purchase. 
ae Industrial employee and other group retirement pension plans may also be 


- implemented by the purchase of annuities under contracts entered into by the 
_ employer or organization, pension payments being derived from employer con- 
_ tributions or joint employee and employer contributions. 


GOVERNMENT ANNUITIES ACT 


Chapter 7 of the Revised Statutes of Canada, 1927, as 
amended by Chapter 33 of the Statutes of 1931 


me: (Office Consolidation of the Act) 


An ie to authorize the issue of Government Annuities for Old Age. 


Preamble. 
9 Whereas it is in the public interest that habits of thrift be promoted and 
that the people of Canada be encouraged and aided thereto so that provision may 
be made for old age; and whereas it is expedient that further’ facilities ‘be 
afforded for the attainment of the said objects: Therefore His Majesty, by and 


enacts as follows: 


4 


4 Short title 
‘ 1. This Act may be cited as The Government Annuities Act. 1908, c. 5, 


SHORT TITLE 


el 

q INTERPRETATION 
Definitions. 

2. In this Act, unless the context otherwise requires, 


“Annuitant. id 


ee an annuity; P 


“Annuity.” | 
(b) “annuity” means an annuity issued under the provisions of this ee 


E Minister 
y th to administer this Act; 


ey 
ait rchaser.” 

_ (d) “purchaser” means any person who has contracted for the purchase of 
“4 an annuity. 

- 6369923 
2 ; 


‘es 
4 se ‘ 
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and convenient voluntary savings plan for persons resident or domiciled in 


with the advice and consent of the Senate and House of Commons of Canada, 


a (a) “annuitant” means a person in receipt of, or entitled to the receipt of 


» (c) “Minister” means the Minister appointed by the Governor in Council : 


aS = 
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Administration. | . 
3. Until otherwise determined by the Governor in Council under the pro-' 

visions of paragraph (c) of section two, this Act shall be administered by the 

Minister of Labour. ; 


Sale of annuities authorized. . 

4. His Majesty, represented and acting by the Minister, may, subject to 
the provisions of this Act and of any Order in Council made under the authority 
of this Act, contract with any person for the sale 

(a) of an immediate or deferred annuity to any person resident or domi- 

ciled in Canada, 
(i) for the life of the annuitant; 
(ii) for a term of years certain, not exceeding twenty years, provided 
the annuitant shall so long live; 
(iii) for a term of years certain, not exceeding twenty years, or for the 
life of the annuitant, whichever period shall be the longer; 
(b) of an immediate or deferred annuity to any two persons resident or 
domiciled in Canada during their joint lives, and with or without | 
continuation to the survivor. 


Payments by purchaser. | 
5. The purchaser may, by the payment at any time of a sum of not less — 
than ten dollars, or by the payment of a stipulated sum periodically at fixed 
and definite intervals, to any agent of the Minister appointed under the provi- | 
sions of this Act, purchase an annuity under the provisions hereof: Provided, 
however, that the amount payable by way of the annuity so purchased shall be ~ 
subject to the terms of section eight. 


" » 


Payment by depositor in P.O. Savings Bank. 

6. Any purchaser who has money sufficient for the purpose deposited in any 
Post Office Savings Bank, may, upon making demand in such form as is pre- 
scribed in that behalf by the Postmaster General, authorize the Postmaster. 
General to transfer to the Minister any sum which such purchaser desires to 
apply to the purchase of an annuity under this Act. 


Purchase of annuities by corporation for its members. . . 

2. Any society or association of persons, being a body corporate for 
fraternal, benevolent, religious or other lawful purposes. may contract with His 4 
Majesty, on behalf of such of its members as are domiciled in Canada. for the 
sale to such members of annuities otherwise purchasable by them as individuals — 
under this Act; and any sums of money necessarv to the carrying out of this — 
object may be paid by such society or association direct to the Minister, or may re 
be deposited in any Post Office Savings Bank, to be transferred by the Post- & 
master General to the Minister. 4 


= 4p) —_ % I » " 2 
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Purchase of annuities by employers for their employees. 4 

3. Employers of labour may, pursuant to agreement entered into with their ® 
employees in that behalf, such agreement to be of a form approved by the — 
Minister, contract with His Majesty for the sale to such of their employees as FA 
are domiciled in Canada of annuities otherwise purchasable by such employees — 
as individuals under this Act; and any sums of money necessary, to the carrying FY 
out of this object, whether such sums are derived from the wages of the — 
employees solely, or partly from the wages of the employees and partly from — 
contributions of the employers, or from contributions of the employers solely, 
may be paid by such employers direct to the Minister, or may be deposited 
in any Post Office Savings Bank to be transferred by the Postmaster General | 
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to the Minister; but unless otherwise expressly stipulated, any sums so paid 


were deposited respectively. 
x Annuity tables. F 
7. All contracts for the purchase of annuities shall be entered into in 


accordance with the values stated in tables prepared under regulations made 
pursuant to section thirteen, and for the time being in use. 


Limitations as to persons and amount. 
‘8. An annuity shall not be granted or issued on the life of any person other 
4 than the actual annuitant, nor for an amount less than ten dollars a year; and 
_ the total amount payable by way of an annuity or annuities to any annuitant or 


to joint annuitants shall not exceed twelve hundred dollars a year. 
“ 


(By chapter 33 of the Statutes of 1931 the previous maximum of five 


thousand dollars was changed to the present figure, but with the provision that - 


3 this should not affect any existing contract for an annuity.) 


Maximum Age. | 
g 2. Any contract providing for an annuity to commence to be payable at 
_ any greater age than eighty-five years shall, as to purchase price, be subject 
_ to the same terms as if the age were exactly eighty-five years. | 
— Conditions of Conversion of Annuity of Husband for Wife. 
‘ 3. When a married man who has purchased an annuity payable to himself 
_ applies to have a portion thereof converted into an annuity payable to his wife, 
- or when a married woman who has purchased an annuity payable to herself 
_ applies to have a portion thereof converted into an annuity payable to her 
_ husband, the Minister may make such conversion, if | 
% (a) the application is made within the three months preceding the time 
a when the annuity becomes payable; and | 
Be (b) the annuity so made payable to the wife does not exceed one-half of 
_ the husband’s annuity, or the annuity so made payable to the husband 
\ does not exceed one-half of the wife’s annuity; and 
(c) the provisions of this Act and any regulations made under this Act 
are complied with. 


Refusal for Cause. 


he is of opinion that there are sufficient grounds for refusing so to do. 


Rights to Annuity not Transferable. 

10. Except as otherwise provided in this Act, no property right, title, benefit 
or interest in, under, or arising out of a contract for an annuity shall be trans- 
_ ferable, either at law or in equity. 


Trust Not to be Recognized. 

? 2. The Minister shall not receive nor be affected by notice, however given, 
of any trust affecting an annuity or affecting moneys paid or payable in respect 
of an annuity. — 


Interest Not Attachable. 
; 11. An annuity and all moneys paid or payable and all rights under an 
annuity contract, shall be exempt from the operation of any law relating to 
bankruptcy or insolvency, and shall not be seized or levied upon by or under the 
process of any court. hres 


shall be held for the exclusive account of the persons in whose names they — 


9. The Minister may refuse to contract for an annuity in any case where © 
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Rights of Creditors Saved. cat ae ye BAM SRS 
2. If the application for an annuity contract is made and the consideration 
therefor is paid with intent to delay, hinder or defraud creditors, the creditors _ 
shall, upon establishing such intent before a court of competent jurisdiction, be 
entitled to receive, and the Minister is hereby authorized to pay to them or to 


any person authorized by the court to receive it on their behalf, any sum paid 


in by the purchaser, with interest thereon at the rate of three per cent per annum 
compounded yearly, or so much thereof as is certified by the court to be required ' 
to satisfy the claims of such creditors, and costs; and thereupon the annuity 
contract shall be cancelled, or the annuity to become payable thereunder shall 
be proportionately reduced, according as the whole or a part only of the sum 
payable as aforesaid is so paid by the Minister; or, if an annuity is then payable 
under the contract, such payment may be made out of and up to an amount 
equal to the present value of the annuity so payable, and the contract shall 
thereupon. be cancelled, or the annuity payable thereunder proportionately 
reduced, according as the whole or a part only of such present value is so paid. 


€ 


Limitation of Action. 4 

3. No action shall be brought for the cancellation of an annuity granted 4 
under this Act after the lapse of two years from the time at which the payment 
complained of has been made. 


Provisions for Return of Moneys Paid if Annuitant Dies Before Annmty Becomes 
Payable. 

42. When the annuitant or last survivor of joint annuitants dies before the 
annuity becomes payable, and any moneys have been paid or deposited as con- 
sideration for the annuity, such moneys shall be repaid to the purchaser or to — 
his legal representatives, with interest thereon at the rate of four per cent per — 
annum, compounded yearly; but if there is an express agreement between the © 
Minister and the purchaser as to dealing with such moneys, then they shall be — 
paid as provided in such agreement. % 


When Term Unexpired. 

2. When, under the annuity contract, the annuity is payable for a term of 
years certain or for the life of the annuitant, whichever period shall be the 
longer, and the annuitant dies before the expiration of the said term of years — 
certain, the annuity shall, during the unexpired portion of the said term, be © 
paid to the purchaser or to his legel representatives; but if there is an express 
agreement to the contrary between the Minister and the purchaser, the annuity — 
shall be paid as provided in such agreement. 4s 


Regulations by Governor in Council. 
: 13. The Governor in Council may make regulations not inconsistent with — 
this Act, . . ga 
- (a) as to the rate of interest to be allowed in the computation of values in © 
the tables hereinafter referred to; and as to the rate of interest to be — 
employed in valuing the annuities as provided for in subsection two — 

of section fifteen ; | > 

(b) as to the preparation and use of tables for determining the value of — 
annuities; and the revocation of all or any such tables and the prepara-_ 

tion and use of other tables; - 

(c) as to the mode of making, and the forms of, contracts for annuities, — 
including all requirements as to applications therefor; . 

(d) as to the selection of agents of the Minister to assist in executing the 4 
provisions of this Act, and the remuneration, if any, to such agents — 

therefor ; ae. 3 7 
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~ death of persons; 

_ (f) as to the modes of paying sums of money payable under this ‘Act; 

(g) as to dealing with an application of unclaimed annuities; 

(h) for the doing of anything incidental to the foregoing matters, or neces- 


sary for the effectual execution and working of this Act and the attain- 
ment of the intention and objects thereof. 


we 
4 Consolidated Revenue Fund. 
o 14. The moneys received under the provisions of this Act shall form part 


of the Consolidated Revenue Fund; and the moneys payable under the said 
a provisions shall be payable out of the said Consolidated Revenue Fund. 


Accounts to be Kept. 
15. An account shall be kept, to be called the Government Annuities Account, 


j assets and liabilities appertaining to the grant of annuities under the said pro- 
visions; and among the liabilities included in the said account at the end of each 
fiscal year shall appear the present value of the prospective annuities contracted 
_ for up to the end of such fiscal year. 


| Calculation of Present Value of Annuities. 


2. The present value referred to in the preceding subsection shall, as to 
Pinterest, be calculated upon such rate as is fixed by the Governor in Couneil, 
and, as to mortality, upon such rates as are used in preparing the tables approved 
of by the Governor in Council and for the time being i in use, as provided for in 
_ paragraph (b) of section thirteen. 


"Return to Parliament. 


16. There shall be laid before both Houses of Parliament, within the first 
thirty days of each session thereof, a return containing a full and clear state- 
‘ment and accounts of all business done in pursuance of this Act during the fiscal 
year next previous to such session, and copies of all regulations made during 
Bepat fiscal year Brees the provisions of section thirteen of this Act. 


GENERAL PERSONAL COMMENTS 


R egarding the Canadian Government Annuities Act. 


: -_ The cost of providing for a $40 pension at 70 has been very reasonable. 


For Life with money paid For Life with no 


in return to estate if return of money in 
a _ deceased before 70 At Age ease of death before 70 


mS 3:4] per month:....... EOS te. ghee DO at task < aaa ged $ 2.25 per month 
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& ‘The total number who currently are covered are:— 


- Since inception of Act 292,978 contracts sold 
_ Since inception of Act 34,299 finished 
Rede iy yc ayes, ali fais ahi > /ok 258,679 In force, 


if et 
im of whch ou Seg oR Ova i GE ae eae 51,759 are in pa 
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Government Annuities provide a very good means for people to provide for 
the ir own old age. 
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Regarding the Unemployment Insurance Act 


It is fair, I think, to say that the Unemployment Insurance Act has been 
a success and a benefit to Canada. The framers of the Act followed pretty well 
the British practice. | 
Britain has had a Widows, Orphans, and Old Age Contributory Pension 
Act since 1925. This has given the British administrators a great deal of 
experience. In following British practice in regard to Unemployment Insurance, 
Parliament made no mistake and the committee might consider following the 
same path as was followed in the case of Unemployment Insurance, that is, 
adopt the British plan with such improvements as may be devised. | 

To be specific such a plan would collect contributions for Old Age Security 
and create a fund for the payment of benefits on a pay-as-you-go basis with 
some reserve for bad years. 

A good start might be made towards a contributory system by bringing 
into effect a contributory plan for Old Age Security and amalgamate with 
Unemployment Insurance. The collections would not be from every adult, but 
as Unemployment Insurance expands so, too, would the contributory system 
for Old Age Security. 

If the plan recommended by the committee provided a universal benefit 
after a given age—(say 70)—this would mean collecting from one section of 
the community and paying benefits to all. This is true, and it will be said that 
obviously if people can receive the same pension without making a contribution, 
then there is the incentive to avoid contributions. ; 

The British plan requires everyone (with certain exceptions) to contribute; 


however it has taken years to bring this about. It cannot be done in Canada | 


overnight particularly in view of our geographical difficulties. ié 
A combination plan might be the answer. “ 
(a) A contributory system for the insured population and 
(b) An extension of the Annuities Act for the self-employed. 


In respect to those insured under the Unemployment Insurance Act, con- — 
tributions might be, as in the case of the Unemployment Insurance Act, from 
employers, employees, and the federal treasury. In the case of the sale of 
Annuities, an approximate equitable corresponding situation might be brought 
about by cheapening the cost of limited Annuities to the purchaser. . 

There would be an advantage in combining Unemployment Insurance and~ 
Old Age Security because the necessity of creating a second administrative — 
machine would be avoided. . a 

The fact that less than 300,000 persons have taken advantage of the oppor- Me 
tunity offered by the Canadian Government Annuities Act seems to apply that — 
some degree of compulsion or at least additional encouragement was required. s 

One other comment I might venture is that it seems to me there should be — 
encouragement given to bring about the feeling that people able to work should ¥ 
work. I notice in the last issue of the Reader’s Digest, Dr. Roger I. Lee, former — 
President of the American Medical Association, warns us that “death comes at | 
retirement”. The eminent physiologist, Dr. Anton J. Carlson, says, “We are — 
contributing to biologic parasitism as well as wasting valuable resources by — 
keeping in idleness older workers able to perform useful service. Work is @ 
biologic and social duty as long as we can carry on”. : 


(End of written statement.) 
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be _ The CuatrmMaAn: Now, Mr. MacNamara, would you like to make an opening 
statement? % | f 
, The Witness: Mr. Chairman and gentlemen, I think the brief is self- 
explanatory. It is largely a review of the operation of the Unemployment 
_ Insurance Act and the Canadian Government Annuities Act. I think possibly 
_ members are sufficiently familiar with it to ask questions without any preliminary 
statement from me. ! 
4 Mr. FLEMING: May I make the suggestion that Mr. MacNamara review the 
highlights of this brief because very few of the members would have had an 
-_ opportunity of reading it. 
. The CHairMAN: Well, Mr. Fleming, it was distributed last night. It was 
* in my box at 7 o’clock last night. 
Mr. FLeminc: It wasn’t in mine and I was at my box shortly after six. 
® The CHAIRMAN: The clerk, Mr. Arsenault, says it was handed to the post 
Office at 6 o’clock. I know it was in my box at seven. . 
= Mr. Brown: I didn’t get mine last night. You know last night was a 
= ~ holiday- 
r The CuarrMaANn: That’s right, the House didn’t sit last night.’ Then, Mr. 
MacNamara, would you review the highlights for us. 


' © Mr. Knowuss: Before Mr. MacNamara commences, may I ask if he would 


indicate on whose behalf he is presenting the brief and on whose behalf he is 
_ speaking? 
The CHAIRMAN: I can answer that for him. I asked Mr. MacNamara to 
appear before the committee to answer as to the possibility of having a 
contributory system in connection with the unemployment insurance system; 
and, second, to give us some information on government annuities. Those are 
the two points covered by his brief. Isn’t that right, Mr. MacNamara? 
| The Wirnsss: Yes. | 
Mr. Knowues: And he speaks as an individual giving us information? 
The CHAIRMAN: Exactly. “e 
B Mr. Homutu: I understand that he appears on behalf of the Department 


& 


of Labour. | : 
The CuHarrMAN: He appears here just as the other departmental officials 

Shave.’ | 

ss The Wrrness: I would say in answer to Mr. Knowles that the first two parts 


are on behalf of the department and the last part is my own general comments. 

| The Canadian Government Annuities Act was passed first in 1908 and the 
purpose of the Act was to provide a means for people to provide for their own 
old age security, and the Unemployment Insurance Act was passed in 1940; and 
the purposes of that Act were as set out here, to give a measure of assistance 
to those who found themselves out of work. Now, the rates of contribution and 
the benefits are set with a view to maintaining a long run balance between—I 


in the broad sense, between the insured worker’s income, the rate of contribu- 
tion and the rate of benefit. In other words, the benefits are affected because 
the rates of contribution are different, depending on the earnings. Now, the 
qualifications are important. The duration of the benefit 1s dependent on the 
contributions which a claimant has put in during a limited period (five years) 
previous to the filing of his claim. The claimant must have made 180 daily 
contributions in the period prior to claim in order to qualify at all; then he is 

eligible to receive one day’s benefit for every five days of contribution made in 
that five-year period. Conceivably he could work five years and be on unem- 


am speaking now of the Unemployment. Insurance Act—between revenue and — 
_ expenditure in the unemployment insurance fund. There is a relationship too, 
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ployment insurance benefits for one year. Now, the original coverage was based 
on what could be put into effect reasonably quickly and without too much 
dificulty; and since 1941, the date the Act came into actual operation, the — 
coverage of the Act has been broadened. That has been done as administrative — 
experience proved that such action was practicable. I would think that the 
policy of the government and of the department is to extend the coverage under 
this Act as rapidly and as readily and as quickly as we can. I would think 
that the opportunities for doing so will be greater in the ensuing years than 
they were in the past beeause it is the eonsensus of opinion that people value 
the unemployment insurance plan more today than ever before in the history of 
the Act. 

Mr. HomurH: May I interrupt you there a moment? From what source is) ~ 
the increase in the contributions being made; doesn’t it come out of general — 
revenue? 


The Wirness: The money flows into the fund from three sources. There is 
first a. contribution from the employee, and a contribution from the employer 
and the third contribution comes from the general taxpayer. The rates of © 
contribution have been increased as the rates of benefits have been increased. 

Mr. HomutH: What would be the increase made out of general revenue? 

The Wirness; Any increase which has been made in the benefits has had 
corresponding increases in the contributions. If you are speaking of supple- 
mentary allowances— 

Mr. Homuru: That is right. t 

The Witness: —it is true that these allowances, granted to certain classes, 
come out of general revenue because these people had no opportunity to contri- 
bute; and, secondly, there was no money in the fund to pay benefits to them. 

Now, we have attempted in the second part of this brief, on page 2, to give 
to the committee some information in regard to the Act itself, in regard to the 
method of collecting contributions, and in regard to the cost of administration. 
Assuming that the Committee may wish to consider a plan whereby old age 
security would be combined with unemployment insurance (and I myself can 
envisage such an amalgamation), we have attempted to give some information 
as to the cost of joint collection. I might say that we only had three days in 
which to prepare this material since notice was given to us by the chairman; 
and I am not saying that with the idea of apologizing for the brief, but there — 
ru ae details that we ourselves would like to have an opportunity of studying 
urther. 

In paragraphs 1 and 2 we simply explain why we bring this to the attention 
of the committee. We say in paragraph 2, with respect to old age security, that 
its financial aspect raises two alternatives; a contributory plan or a non-con- _ 
tributory plan. In each case there appears to be two bases, (i) funded, and — 
(11) pay-as-you-go. Unemployment insurance in Canada at the present time is 
a contributory plan into which flow three broad sources of revenue; (a) from the 
employee (b) from the employer and (c) from the government. It is also what 
is described as a cyclical budget plan, in that contributions are based on an aver- _ 
age yearly rate of unemployment and when unemployment is below that average 
the fund accumulates and when above the average the fund declines. This is 
a‘very necessary feature of any unemployment compensation plan because the 
incidence of an employment in any year cannot be accurately determined. Our — 
Canadian unemployment insurance plan is also a funded plan, in that rate and _ 
duration of benefit is determined by the rate and number of contributions paid — 
by the individual employee. — 

Because it is a funded plan, it is necessary for the administration to 
maintain an individual record for each worker-contributor for a period of five — 
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_ know as the unemployment insurance books; we keep them for five years and 
_ then destroy them. You will ‘be interested in knowing that we destroyed sixty 
~ tons of unemployment insurance books just a few weeks ago, and that is about 
_ the tonnage of destruction there will be every year from now on, which gives 
- you an idea of the volume of paper work there is in this plan. The contributions 
to the fund are collected mainly through the sale of unemployment insurance 


_ books are renewed annually so that at any time the contribution record for the 
“individual for the current year is in the possession of his employer while he is 
_ working and in the worker’s possession while he is unemployed. Records for the 
_ previous five years are in the custody of the Commission. 

By this system, which is basically the British system, the employer does 
_ the bookkeeping. From the point of view of administration it is important; 
I suppose from the point of view of the employer it is a nuisance. 


the collection of contributions from people who are on the payroll. Each 
employer is visited on an average of every eighteen months. In the earlier 
_ years of the Act delinquents were fairly frequent, but they have been diminish- 
ing. As the value of insurance is appreciated by employers and employees, the 
_ policing of the Act becomes less difficult. 


_ to old age pension legislation. If that legislation is on a contribution basis 
.as is the Unemployment Insurance Act which has contributions, a reserve fund 
to take care of a drop in employment, and funding, because the benefits are 
related to the contributions, it would be feasible, I submit, to combine unemploy- 
- ment insurance and old age security by using the same technique and machinery 


_ Ido suggest that this objective could best be developed over a period of years. 
= ~ Now, we will go on from there to a statement of administration costs of 
unemployment insurance collections and what we think the cost might be if 


we were collecting for old age security too. First we assume that collections 


: Insurance Act, and second that universal coverage is brought about. 
We show first the cost of collecting unemployment insurance contributions, 
(a) on the present coverage and, (b) from all wage earners. The second table 
is the cost of collecting unemployment insurance and old age contributions on 
the basis of present coverage, from all wage earners, and also with universal 
coverage. » | 


of the three classes of unemployment insurance coverage for all wage earners, 


ployment insurance contributions on the present coverage. You will see the 
- number of employers is given as 217,000, and the number of wage earners as 


~ as $100,000,000. 

It is costing us for auditing $1,716,000; and for local regional and head 

- office cost, based on 5 per cent of the total administration, it 1s costing $1 million; 

so for the collection of contributions from these people, it costs $2,716,000 per 
year, and the percentage of the total revenue is 2-7 


as given to us by the Income Tax Department. They say the cost in 1944 of 
income tax collection was 4:9 per cent, and in 1949 it was 2-05 per cent. 
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The Commission also maintains a staff of auditors who are responsible for 


a Now, this summary will give you the features of the Act which are related 


for both. Ultimately, universal coverage could be attained for both, although | 


are taken for old age security from those under coverage of the Unemployment — 


and for universal coverage. Table 9 on page 3 is the cost of collecting unem- 


Just as a matter of information we have related that to the cost of collecting, 


_ stamps, which are affixed to insurance ‘books issued to each contributor. The 


Then, the third statement is the cost of maintenance of individual records _ 


_ 2,817,000. The revenue collected without the government contribution is given — 


‘ cia. ‘ bad ry - J bl = oor as A 4, ye") ah et iy A i 2 > wed « 
p ‘ a4 wns - aes. an : oe ; b is = er Ms fic ‘ Ab =? ve a sty rae ek 

at aS we oe * ; tae 

; _ OLD AGE SECURITY 1203 choi 

7 se a s ms. . x é ; . - s se 
years, and the Commission now maintains some six million individual records t, : 
and an alphabetical index of active contributors. We do not not retain what you ~ he 
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By Mr. Homuth: 

Q. I know that comparisons are odious, but do you not think it is costing 
too much to administer unemployment insurance?—A. That is this sort of 
question: ‘Are you innocent or guilty?” I shall claim that Iam innocent. I say: 
No. It is not costing us too much. I thing this plan has worked out excellently. 

Q. Are you taking into consideration that fact that the employer collects on 
the payroll?—A. The employer collects on the payrolls, but it is only Yo of 
the job. I would say that the high level of employment in Canada would not 
be possible were it not for the fact that you have a very excellent National 
Employment Service. These two things dovetail and work together. The 
National Employment Service works with the unemployment insurance plan, 
and I would say that you are getting excellent results from every dollar that 


you spend. 


Q. I am not being critical—A. You asked for my opinion and I gave it. 

Q. But is not some of the cost of your national employment agencies added 
to the cost of collecting unemployment insurance?—A. In this case we have 
attempted to separate it. Our total cost of administering the Unemployment 
Insurance Act and the National Employment Services is much more than this. 
I think it is $20 million a year. What we say here is that the cost of collecting, 
the job of going out and getting the money, is $2,700,000 a year; and we think 
it is quite low, actually. 

The CHAirRMAN: I would like to know if it is the wish of the committee that 
questions be asked of Mr. MacNamara as we go along, or whether we should 
hear him first and then ask our questions? 

Mr. Fuemine: Mr. Chairman, why not let him complete his statement first., 


The CHAIRMAN: I understood that was you wish. That is no blame upon 
you, Mr. Homuth. We shall be coming back to this. 

Hon. Mr. FarquHar: Mr. Chairman, why not let Mr. MacNamara just 
give the high lights. 

The CuarrMan: I left it to the witness to decide, after the members of 
the committee stated that they did not have time to read the brief. 

Mr. Knowues: Mr. Chairman, are these questions to be put at the end of 
the entire brief or at the end of the different sections. 


The CHAIRMAN: I am in your hands. 


Mr. Fiemine: I would suggest, Mr. Chairman, that you ee Mr. Mac- 
Namara to give the high lights of his brief and to complete them first. 


The CHAIRMAN: Very well. 


The Witness: I said a moment ago that we hoped to increase our coverage 
and to collect from all wage earners; and on page 4, table 10, we have tried to give — 
vou the cost of collecting unemployment insurance contributions only from all — 
wage earners, if we were able to do that; and I think we will attain that 
objective, and that we shall be collecting from 3,673,000 employees, and that it — 
will cost us about $3,716,000. 

We give you these figures because we want to show you the trend of 4 
development. Well, then, coming down to table 11 on page 4, we suggest what 
the cost would be for collecting unemployment insurance combined with old age 
contributions from the group that is presently under the Unemployment Insurance 


Act, that is the 2,817,000 people. It would cost us about 10 per cent more to — 
collect for both rather than for just one; and we give you a figure there of — } 


$4,088,000. 
- Then on page 4 under table 12 we envisage the collection of unemployment | 


imsurance contributions plus Old Age Security contributions from all. weed 


earners, and there the figure is $4,088,000. 
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Be By Mr. Knowles: | 

Be). You read that figure last time when you meant it to be $2,988,000.— 
A. Thank you very much, I think I must have got twisted there. The members 

A of the committee, I am sure, will have noticed the error. The first figure which 

% I should have read was $2,988,000, and the second figure is $4,088,000. Then 

_ we go on in table 13 to the cost of collecting contributions on universal coverage 

_ which we give as $5,716,000. Table 14 om page 5 gets away from collections. 

: Q. Would that be universal coverage for both unemployment insurance and 

old age?—A. For both. 

; Q. That envisages collecting unemployment insurance from everybody ?— 

A. From everybody. 


By the Chairman: 
: Q. But that is the collection part of it only?—A. That is right, the collection 
part of it only. Now, we spoke of the cost of maintaining individual records. | 
- Our cost at the moment for the present coverage under the Unemployment 
Insurance Plan is given here as $2,505,000. Our book cost is shown as $106,000, 
that is the cost of book renewals. I told you a moment ago that we had about 
60 tons to dispose of every year which means that we would issue 60 tons of new 
- books. That means a book for each of the 2,700,000 people that we have, and 
‘ itis a big job. Those local, regional and head offices costs we put in as $1 million, 
__ or a total for maintaining records alone of $2,505,000 a year. 
'- Coming to table 15, we say for purposes of estimates in paragraphs 16 and 17 
~ which follow, that an Old Age Pension Plan along the following lines has been ~ 
envisaged. This is purely for the sake of producing something which would be 
_ explanatory. It is not given as a suggestion to the committee. We are not 
making any suggestions. We say that this is a kind of plan that might be 
envisaged, and that to qualify for old age pension a person must have contri- 
buted an average of 40 weekly contributions for each year since the plan 
- commenced, or a maximum of 400 weekly contributions, whichever is the less. 
We have simply taken the formula of the British Plan and changed it and put it 
in here. The rate of pension is a flat rate irrespective of the rate of contribution. 
- That means that the record of the individual records only the number and not 
the amount of the contributions paid. We are putting it in that way because 
the less details you have on the record, of course, the less the costs of maintain- 
- ing them would be. 
_. Paragraph 16. On the premise we have outlined, the cost of maintaining all 
individual records for all wage earners combining unemployment insurance and 
- old age pensions, we have estimated at $3,380,000 which would be compared with 
_ $2,505,009 which it is costing us now. Then-if we cover everybody the total cost 
~ would jump to $5,010,000. 
oe )6=—CU By Mr. Knowles: : 
QQ. What additional length of time did you envisage maintaining the records, 
. eyo made that estimate?—A. That would depend on the plan you adopted. 
Of course, the keeping of the records, once they are made, is largely a question 
of storage. | 
’ Q. Granted so, I wondered what number of years you had in mind?—A. It 
“might be that after 400 weekly contributions had been made, records would not 
be needed. But we have not gone into the details and obviously. we could spend 
a lot of time canvassing possibilities of various plans. If you do not know the 
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plan, you do not know what to estimate. But we do say that the length of time — 
you keep the records is not of terribly great importance. It is mainly a matter 
of storage. I might read: 

If an old age pension plan along the lines mentioned in paragraph 15 were 
enacted and administered with unemployment insurance, the additional cost of 
adding this information to existing records would not be great. There would 
of course be records for more people and the records would be kept for a longer 
period. 

If however old age pensions were administered separately and separate 
contributions collected and separate records maintained, the costs shown would ~ 
be in addition to the costs now or in future incurred in administering unemploy- — 
ment insurance. + 

The above estimates deal with the cost of collecting contributions and the 
maintenance of individual records. ‘They do not cover the cost of verifying and ~ 
adjudicating claims or of paying benefits which would be additional items the — 
cost of which could not be estimated without knowledge of the details of the — 
plan adopted. 


Mr. MacnaucHTon: Could we ask questions now, or must we wait? 


The Cuairman: Excepting the notes on the two last pages. 


The CHArRMAN: I understand the decision of the committee was that we . 
would go over the whole brief before calling for questions. ; 
Mr. Macnaucuton: I am very anxious to get the comments of this expert — 
witness on certain questions. x 
| The CHArRMAN: What is the wish of the committee? % 
Mr. Fuemine: Let us break in now and ask questions up to this point. The ; 

rest of it is not related in any sense to the part that Mr. MacNamara has reviewed : 
up to now.. , 
i 


er 


Mr. Brown: Could we not have the witness complete his presentation now, a 
because there are many members of this committee who cannot be here this 
afternoon. 


ee 
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Mr. Macnavucuton: That is the point. I would like to raise this subject — 
now because I think it is of general interest. 

The CHAIRMAN: There are only thirty-five minutes left. Should we call for 
questions now on the question of the possibility of integrating a contributory 
system to the present unemployment insurance system? What is the wish of the © 
committee? 

Agreed. 


sg a ee 


Mr. Macnaucuton: I am very much alarmed at the trend in private enter- _ 
prise and I think I am right in saying also in the civil service, to refuse employ- _ 
ment to people reaching the age of 40 or over. On the one hand the government 
seems to do everything in its power to increase life’s expectancy through the 
Department of National Health and Welfare and the provision of medical 
services and what not, and at the same time the civil service puts out instructions — 
to the effect that if a person is over 45 he need not apply, and even in their _ 
advertisements they prefer to have people 40 and under. 

Now, if private industry is right, and if the civil service is right in this 
theory, I am beginning to wonder why we should elect members of Pa cee % 


40 years of age, and what i is the use of having judges of the Supreme Court over 
40 years of age? _ 
Mr. Know tgs: Politely not mentioning deputy ministers. 
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_ Mr. Macnavucuron: The policy seems to be that a person of 45 is not of 
_ any further use and value in the country, but there seems to be inconsistency 
_ with what we are doing on the one hand and what we should be doing to provide 
_ for people 45 and over. 7 
‘The Wirnzss: It is a very interesting point indeed. I comment on it in my 

_ brief here on page 3 of the notes. I say: 

oe One other comment I might venture is that it seems to me there should 
ee be encouragement given to bring about the feeling that people able to 
Be work should work. I notice in the last issue of the Reader’s Digest, 
a Dr. Roger I. Lee, former President of the American Medical Association, 
rer warns us that “death comes at retirement”. The eminent physiologist, 
4 Dr. Anton J. Carlson, says, “We are contributing to biologic parasitism 
{ as well as wasting valuable resources by keeping in idleness older workers 
ae able to perform useful service. Work is a biologic and social duty as long 
. as We can carry on.” 


_— ~ 


ridiculous situation. We are closing in on the number of employable people by 
- increasing the school age on the one hand and lowering the retirement age on 
~ the other. If we keep on we will have a very small segment of the people 
_ maintaining a disproportionate number of the younger people and the older 
people. I am strongly of the opinion that people should be encouraged to 
- work if they can work. I think that retirement at an earlier age is going to 
cause us trouble. We have advocated that publicly for some years and we 
_ have found that our public propaganda, if you like to call it that, is bringing 
_ some results, but it is still very very difficult to place in employment anyone, 
_ I would say, beyond 45 years of age for women, and 50 for men. | 

a Mr. Homuru: Well, Mr. Chairman, I am going to take exception not only 
to the question but also to Mr. MacNamara’s answer. Industry in this country 
- is pictured as an organization that is refusing older men work and I do not 
agree with that picture. Now, it may be in the larger centres that that may be 
_ prevalent, I do not know, but in our smaller towns and villages, go into any of 
the industries and you will find there people who have been employed in these 
industries for 20, 30 and 40 years; in fact, in our own industry we could not 
even take out insurance because the average age of our employees was so high. 
Ido not think it is fair to industry to say that industry is refusing Jobs to men 
over 45 or 50. 

Mr. Crouu: Industry itself said that in its brief. The Canadian Manu- 
_ facturers’ Association said that, and the insurance representative said the same 
. thing. | 
Mr. Homurtu: They do not talk for everybody. 

-. Mr. Crotu: They talk intelligently. They have the overall picture so far 
as industry is concerned across the country. | | 
The Cuarrman: Oh yes, Mr. Homuth, one witness said industry would have 


_ to revise its policy regarding people over 45. : 
‘ Mr. Homurtu: I am talking about the smaller industries in our small towns; 
that is not true about them. 

--—s-Mr. Rosertson: And referring to new employment, not referring to older 
employees being kept on the job. 

Mr. Brown: Mr. Homuth does not say he will take on employees over the 
k age of 45. | 3 
. The CuarrMan: He says they are keeping them in employment. 

Be, Mr. MACNAUGHTON: The point, Mr. Chairman, is that the trend is there. 


s 


My own view is that we are heading into what might become a rather 


- 
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The CuarrMAN: This has been an interesting discussion, Mr. Macnaughton, | 
and I am glad you raised the point, but it is not included in the first pages of 
this brief. Bs Say 


By Mr. Fleming: 

Q. I want to ask Mr. MacNamara several questions. May I say in the 
first place that. I think this is a very helpful brief; the information contained 
in the brief, I think, is going to be helpful to the committee. I refer Mr. Mac- 
Namara in the first place to a statement at the top of page 3: “it would be 
feasible, I submit, to combine unemployment insurance and old age security by 
using the same techniques and machinery for both.” Apart from its being 
feasible, are there advantages in combining the two as distinct from operating 
separate systems in your opinion?—A. I am inclined to the view that it is pretty 
good policy to follow experiences gained in other countries, and I am thinking 
of the British experience. They have been in this business for a long time. 
Parliament made no mistake in following that practice in regard to unemploy- — 
ment insurance. Possibly we should consider the British practice here. Now, —— 


to answer your question specifically, it seems rather obvious to me if you have 


one machine doing both Jobs it will cost less money. | 

Q. That is on the cost side. On the administrative side may we take it the — 
advantage again is on the combining of the two schemes?—A. I would say yes. _ 
The mere fact that the National Employment Service and Unemployment ~ 
Insurance Commission have 250 branch offices in Canada gives them a good field — 
force and the cost of administration of any scheme is in the field force. 2 


Q. If the decision were taken *o launch on a contributory scheme and to . 
use your existing machinery for the purpose of collection and administration,’ — 
how long would it take to enlarge your machinery so you could go into action? 
—A. Mr. Barclay says it would depend a lot on the Act and how complicated — 
it would be. Of course, that is obvious. Rather than try and evade the — 


question, I would think within six months. | 

Q. Now, some question has been raised previously about the difficulties of 
including groups such as the farmers, the self-employed and others. You have i 
indicated in this brief that the trend so far as unemployment insurance is con- , 
cerned has been towards including more and more groups, and I gather you look 
forward to the time when vou can have universal coverage under unemployment 
insurance. Do you anticipate great difficulty from the administrative point of — 
view in including the groups not presently covered? I am asking you, first of — 
all, with regard to unemployment insurance before I come to the old age — 
pension aspect.—A. There would be censiderably more difficulty in including 
such groups as farm workers, for instance, than in the case of industrial workers 3 
in the city, because the number of employers you have to contact are greater. — 
I am not of the opinion that the difficulties are insurmountable; I am of the 4 
opinion that some of the necessary techniques would be more expensive. This — 
unemployment insurance plan is sometimes looked upon from the point of view — 
that we will collect enough from each group to cover the benefits for that group. — 
Should you take in a group when you know it is a bad risk? That is one of the — 
considerations when you talk about expanding coverage, and it is one of the 
reasons why the coverage has not been expanded as rapidly-as some have — 
thought it should have been. . 

Mr. Croti: Should that be a consideration under this? Is it really a 
consideration? me. 

The Wirness: I think. Mr. Croll, it depends a good deal on the need. 
Take an illustration of what I am saying: do you need unemployment insurance ~ 
for the farm worker as badly as you do for the city industrial worker? I think 
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the answer is no. Consequently we do not, for the sake of having a good paper 
_ picture, go out and spend too much administrative money on an attempt to get 
_ the farm worker in, because we are not sure there is a great need there. 


4g f By Mr. Fleming: 


_  Q. If you were using your existing machinery for the old age pé.usion con- 
' tributory scheme, wéuld it be your suggestion that we start with approximately 
_ the groups that are now covered by unemployment insurance and extend your 
_ coverage more widely in the light of experience?—A. Well, I must, of course, 
_ preface any statement I make about that by saying that I am not making any 
_ suggestions. 
>: Q. Iam not asking you as to policy, but as to administrative feasibility and 
_ costs.—A. That would be the easy thing to do. 
- __-Q. You do not see any great difficulty in starting that way, I take it, in 
_ regard to old age pensions on a contributory basis?—A. You have got the objec- 
_ tion, of course, that you are collecting from one group of people and not collecting 
_ from another group, and you might have pretty strong objection if the amount 
_ of contribution was unreasonably high. That comes into it immediately. I 
_ would think that to attempt to collect from the industrial worker or the insured 
_ worker the full cost of an old age pension scheme and not collect from the other 
_ part of the community would get you into hot water right away. If, on the 
_ other hand, you made it a reasonable collection, and started with the insured 
_ group only, you would probably not have any serious objection, because we have 
found that the industrial worker is willing to pay something towards what he 
~ gets so long as he knows what he is going to get. 
QQ. I take it your answer is given on the assumption that other than the 
_ contributing group would share in the benefits?—A. Yes. 


__-Mr. Knowles: But you laid down a formula of 40 payments a year for ten 

years; so those people were not contributing. ; 
___ The Cuareman: Or if they did not have a sufficient number of contributions 
they would not benefit. 


-—-«‘The Witness: That formula, of course, considered full coverage, Mr. 
- Knowles. 


Mr. KNOWLES: That is my point. 


= By Mr. Fleming: 

___ Q. One point is full coverage in your contributions, and another question is 
_ full coverage in your benefits. This question arises where you are not collecting 
A rom the full group. You are assuming, I think, in your answer, that you are 
_ going to give benefits to everybody.—A. Oh, yes, I think we must. ; | 

[ Bs, _ Q. Now, we have had suggestions that the benefits under a contributory 
_ scheme might be confined to the contributors and you might have another 
scheme for people who were not included in the scheme who might tend to come 
into it voluntarily —A. You say that I am assuming we should have full coverage 
im respect to benefits? I said yes, but I say also that you should have, in my 
opinion, full collection, by extending your scheme so that you collect from 
everybody. I am not of the opinion that this is impractical or is not feasible; 
it will take a little time to do it. There is also the other suggestion I make in 
here that possibly a combination of two things might be the answer; it. might 
be a combination of something in the nature of the unemployment insurance 
plan plus the sale of Canadian Government Annuities. Now, I will at once 
agree that something in the nature of compulsory purchase of a Canadian 
Government Annuity by the self-employed or the farm owner up to a limit, and 
— 63699—3 
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possibly reduction of cost up to a limit, might be necessary, but I think the two. 
things go together; if you are going to have universal coverage, universal pay 
ments, you have to have universal collections. . 
Q. I take it you would anticipate d:ficulty if contributions and benefits are 
not co-extensive?—A. I am not too sure that you would find very much objection 
to that as long as you made your contribution from the insured worker reason- 
ably low. rege nase agit 
-.. Q. How would you accomplish that?. Are you suggesting some contribution 
from the federal treasury?—A. Yes. 


The Cuairman: At the start then there would be a contributory plan cover- 
ing only part of the population, for which you take money from the public. 
treasury for the advantage of only a class of people in Canada? 


The Witness: No, I would say that the contributions from the industrial — 
worker would have to be augmented; the contributions from the industrial 
worker and the employer would have to be augmented by money taken from the 
general tax revenue. 


Mr. Know.uss: So it is the other way around, Mr. Chairman. The entire 
population would be drawing pensions, as Mr. MacNamara is now indicating, | 
and they would be paid for in part from general revenue and in part from 
contributions from a section of the community. — . 3 


id The Wrirness: In other words, you would be giving the farm worker and | 
the rural worker a break at the expense of the industrial worker. I for one— 
would not see a great deal of objection to that ... | 


Mr. Crotu: You would not? 
The WITNESS: ...... because I think you might be doing something that you - 


; 


have been trying to attain for a long time, and that is helping to keep the farm — 
worker on the land. A 
By Mr. Croll: | ae ys q 


—Q. Why do you not cover him then? If we need further inducements, give 
him unemployment insurance, that will help keep him on the land. Why has | 
that recommendation not come forward?—A. I am not sure, as I said a moment 
ago, if it were that kind of insurance, that he would want to pay it. % 


Q. Isn’t that exactly the point at issue? Your plan will be held back | 


from real universal coverage. Is it not the case that the Canadian people, 
including the farmers, the self-employed and all the rest, are more nearly 
ready for universal old age contribution coverage than they are for univer 
unemployment insurance coverage; and if you have the two together would 
there not be some hesitancy on the part of some people to pay into one 
while paying into the other? Would that not hold back the whole old age 
pension contributory scheme?—A. I think the answer to that is that the one 
would help to carry the other-and you might have the weight of influence on 
the other side of the scale. eal fs | 

Q. My opinion would be that the one would hold back the other.—A. - 
will put it the other way then, I think it would help to carry the other. 


Mr. AsHBourNE: When Mr. MacNamara was speaking about the extension 
of this unemployment insurance, I wondered if he would care to say some: 
thing about including fishermen. ; 


The Witness: Mr. Barclay explains that a suryey is under way now; and 
I would think that the results from that survey will indicate that there is fairly 
good prospects for bringing them in. The practical difficulty in regard to the 
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_ fishing industry is the question of compensation. — Many fishermen. work on a 
_ share basis, as you very well know. It is pretty much of a community industry 
_ and they work when they want to work. sy area 


eS Mr. Brown: Aren’t many of them self-employed? tings: 


catch. 


J Mr. AsHBourNE: I have one other question. On page 5, in item 14, I see 
| ae Age to commissions paid on sale of stamps; to whom is that commission 
paid? 

y The Witness: The sales are made by the Post Office Department and the 
_ commission is paid to the Post Office Department by the Unemployment Insur- 
_ ance administration. It is really just a bookkeeping matter. The Post Office 
_ Department says that the sale of unemployment insurance stamps places quite 


9d 
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_ a burden on them and they say to the Unemployment Insurance Commission, » 


__ we must be paid for that work. It is purely a bookkeeping entry, if you like, 
_ between the Commission and the Post Office Department. Pa 


Mr. AsHsourNE: No commission is paid to any individual in the Post 


Office Department? 
'  __—s* The Wrirness: No, not to any individual. 


_ Hon: Mr. Horner: Is it not a fact that the share of the unemployment 
_ insurance contribution which is paid by the employer is passed on to the buyer 
in almost every case? hy 

The Wrrness: I think that is right, I think everyone knows that in the 
final analysis it is the individual buyer who pays the employer’s share of 
_ unemployment insurance, that in most cases it is passed on in the cost of the 
article produced. | reley ae 
Hon. Mr. Farquuar: I wonder if Mr. MacNamara could give’ us a little 
more information with respect to the item there at the bottom of page 4 in 
which reference is made to the “own account worker”, where you state that 


the estimated revenue for own account workers is $40 million? it 
__ The Wirness: I thought I had a breakdown of that here, but apparently 
I haven’t. The own account worker is the farmer, the barber, the lawyer, the 
doctor—and the minister I suppose. This is an estimate of the number of own 
account workers there are in Canada. ¥ 3 
Mr. Cannon: On that same page, the next item, I notice you indicate the 
cost of collection as being 5 per cent, cr $2 million, while on page 3, down at the 
bottom of the page there, you indicate the cost as a percentage of revenue for 
_ making these collections as being 2-7 per cent. | 
The Wrrness: Well, of course, the cost of collecting from one individual 

would be very much more than the cost of collecting from one employer of 
| _ one hundred individuals. UE 
a. Mr. (Cannon: And that is an indication of the cost of the universal 
“coverage provision? | 
The Wirnsss: Yes. 


' Hon. Mr. F ARQUHAR: And you say that includes farmers, fishermen and the 
self-employed? ! | 

‘The Wrryzss: What we are discussing here, Senator Farquhar, is the own 

account workers. I think you are thinking of this figure as money; but it is 

really numbers. of individuals. We say that in Canada at the present time 

there are 932,000 own account workers. 
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The Wirness: They are self-employed in that they have a share in the 
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By the Chairman: | 

Q. On section 17, on page 5, I understand that your estimate of the — 
present labour force is 5,253,000 people?—A. Yes. | 

Q. And the cost of maintaining the individual records would be about 
$5 million?—A. That is right. 

Q. And that is about $1 a year for every individual person covered?— 
A. That is right. 

Q. What was the figure in the United States? Was it 12 cents for old age 
pension alone? We had a witness who I think said it was 12 cents a year.— 
A. I would think that would ‘be the administration of the whole Act. 

Q. Yes, the administration of the whole Act.—A. This is simply speaking 
of the cost of the records. 


By Mr. Knowles: ; 

Q. You do not in this, of course, take into account wives of workers or | 
people in that category?—A. You mean—? 

Q. The relation to their entitlement to old age pension under such combined 
plan. 

Mr. Brown: You mean the survivors plan? 

The Wirness: The only record we would have would be that of the — 
worker-contributor. The entitlement that the wife of the contributor would — 
have is a matter for the Act. If a contributor’s wife was entitled to .some- — 
thing it would be on the basis of the contributor’s record. P 

The CuarrmMan: May I go on with my questions? 

Mr. HomutH: It would look to me as though there must be some mistake. — 
There is a dollar a person. if 

The CHAIRMAN: We had evidence given to us of the cost of keeping records * 
which I think was 12 cents a year. Perhaps Dr. Davidson could give us some — 
information on that. : 5 

Dr. Davipson: Mr. Chairman, I think that 12 cent figure to which you 
refer in connection with the American scheme is applied on a different basis: 
from that which has been used in the recording of Mr. MacNamara’s collection 
of the monies and maintaining individual records. Mr. MacNamara’s cost — 
per card of approximately $1 per card is based on the main labour force estimate. — 
The U.S. figure, on the other hand, is based on the total number of cards in} 
the live index, and as the years go by these cards increase in number from year — 
to year so that in any one year the number of cards in the live index is 
substantially in excess of the number of individuals in the labour force for that ¥ 
particular year, ao: 


The CuairMAN: That is correct. W 
By the Chairman: | iy 


Q. You say that your cost each year for maintaining individual recordsun 
will be about $5 million?—A. That is right. te 
Q. And the cost of collecting contributions, according to your figures of) 
$5,716,000 should also be taken into account?—A. Keeping in mind of course — 
that this is a combination. | if 
Q. And that does not take into account the costs which are mentioned in 
section 19 on page 6; that does not cover the cost of verifying and adjudicating — 
claims, or of paying benefits which would be additional items, the cost of which — 
could not be estimated without knowledge of the details of the plan adopted. 
By the way, could you give us the total cost of unemployment insurance 
administration, for 1948 for instance. A. You are talking about the unemploy-. 
ment insurance and including the employement service? i 
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Q. Yes.—A. I think: in the neighbourhood of $20 million. 

Q. Could you give me an approximate figure of the cost of unemployment 
_ insurance alone?—A. We were talking about that the other night. George, what 
_ would you say? 

Mr. Barcuay: It would figure out about fifty-fifty. 

The CuHarrMan: You think it would figure out that way, Mr. Barclay? 


_ Mr. Barciay: About that proportion. It is difficult to arrive at an exact 
estimate. In the smaller offices, the two things are very close together, and the 
same clerk does both jobs. 

The CuHarrMAN: That is right. 


3 Mr. Barcuay: And ordinarily we figure around fifty-fifty for the costs of 
_ administering the National Employment Service and the unemployment insurance 
— scheme. 


By the Chairman: 


.. Q. What amount was distributed in benefits in the year 1948?—A. I have 
_ the 1949 figure at hand, would that suit your purpose? 
Q. That figure of $20 million was for 1949?—A. For administration. 
Q. For 1949?—A. Yes. 
a Q. What is your estimate of the benefits paid the same year?—A. $85 
~ million. 
| Mr. Cannon: What is the amount in the fund now? 
_ The Wirness: $580 million, speaking from memory. Here is a paragraph 
_ from the annual report of the Unemployment Insurance Commission which just 
came to our desks yesterday. The total benefits paid out during the year (we 
~ are speaking of the last fiscal year) was $85,824,202.13, which included supple- 
_ mentary benefits for March, amounting to $818, 065. This represents an Increase 
of $35,997,449.97 over the previous year which was due to two factors; the 
greater amount of unemployment during the latter months of 1949 and the first 
~ part of 1950 as compared with the previous fiscal year, and the fact that more 
_ claimants had become entitled to the maximum benefit payable at the new rate 
which came into effect for the first time in October of 1948. The average daily 
_ rate of benefit payable for 1949/50, including the supplementary benefit, was 
- $2.34, compared with an average rate.of $2.09 in 1948/49. That was an increase 
= of about 25 cents per day in average daily benefit. 


The Cuarrman: May I interrupt at this stage to ask if it is the intention of 


' the committee to sit this afternoon? It is nearly 1 o’clock now and we have still 
% ‘ deal with the section relating to annuities. 


Mr. FLEMING: In view or Vii? fact that peAay of us have to be in ais 


a BD sitting cas at 2.30. 


ve ~The Cuarrman: Yes, we can sit at 2.30 and carry on until a quarter to four. 
ae Could you come back at 2.30 Mr. MacNamara? 


The Witness: Yes. 
The Cuatrman: Is that agreeable? 
Some Hon. Members: Agreed. 


Mr. Knowtes: I do not know whether we are going to be permitted any 
more questions relating to unemployment insurance. I take it that when we come 
back this afternoon we will be dealing with annuities. 


The CHAIRMAN: Yé€s. 
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~ get forth in the Act. 
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Mr. Know1gs: I have just one or two questions I would like to ask under the 
heading of unemployment insurance and I was wondering if I could ask them 
now; or, will Mr. MacNamara be coming back tomorrow? , 

~The Cuatrman: We will have Dr. Davidson before us tomorrow anid: that. 
will conclude our public sittings, 


By Mr. Knowles: 

~ -Q. I wanted to ask a question or two with relation to funding. I think this | 
is a pretty big fund to which reference was made just now; it amounts to ~ 
$585 million. In speaking about this funding principle earlier today I take it © 
that you were advocating that particularly so far as unemployment insurance 
was concerned by reason of the fact that it was difficult to estimate what the 
incidence of unemployment might ‘be, that you cannot tell in advance what it is 
going to be, and you thought it was desirable to have a fund on hand for that 
purpose.—A. iI think the answer is yes; with this further condition, that the Act 
itself requires us to have this established funding system, and the size of the fund 
depends on the volume of the contributions, and in the event of unemployment 
you must have the money bhere with which to pay out the benefits which are 
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(. There is another eAtat in connection with old age benefit, and that is 
that the incidence of payment is not quite so uncertain. We know what the 
old age benefit burden is going to be on the economy year by year, which brings 
up the question as to whether or not there is the same justification of a fund of. 
that kind ‘being built up for the purpose of old age security. Then I wondered, 
as I was listening to your presentation of your brief, whether you envisaged 
collecting enough by means of these contributions from insured people to pay — 
any substantial portion of the cost of old age security. What is your thought — 
as to the size of the fund which will be needed to operate the old age security 
benefit scheme?—A. First of all, I would say that, in my opinion, a small reserve 
would be necessary. It is true that benefit payments may be estimated fairly 
accurately; but contributions can not be taken from the unemployed, and in a 
year of heavy unemployment, it might be necessary to fall back on the reserve a 
in order to maintain benefit payments. But only a small reserve fund would — 
be needed. Then, you asked me what. proportion of the cost of old age pensions 
I would collect from the individual. I haven’t worked that out. Possibly you 
might say with respect to the group represented by the industrial worker, 
approximately 3 million people, that the burden of old age security would rest — 
on that particular group in relation to 6 million people of the population of 
Canada who now were not under it; that might be reasonable. I don’t know. 

Q. That apart from the burden to be borne by them through their 
payments into this unemployment-old age joint insurance scheme, do you 
envisage most of the cost coming out of the general revenue?—A. I would say 
it does not seem to be possible that the contributions from general revenue 
would be any less than they are today. 

Q. Would they be more?—A. That is not for me to say. 


The CHAIRMAN: It depends on the age. 


Mr. Know es: Just a minute, maybe I have got it wrong, but as I have — 
followed this through I am not sure that I see a great deal of advantage about 
this—if I may say so—very complicated method of collecting these contribu- — 
tions, because after this is all done and after we have thrown away sixty tons of a 
paper a year we are going to have to pay the pension anyway. 


Mr. Laine: You are asking the witness questions of policy. 
The CHatrMAN: We will adjourn until 2.30 o’clock this afternoon. 
The committee adjourned. 
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AFTERNOON SESSION 


THurspay, June 1, 1950 


! 


The committee resumed at 2.30 p.m. 
‘Mr. Arthur MacNamara, Deputy Minister of Labour, recalled: | 


The CuamrMan: Senator King and gentlemen I see a quorum. Before 

_ We go on questioning Mr. MacNamara might I ask one of the members of the 

- committee to move that the following memoranda be appended to today’s 

_ evidence. These memoranda were prepared at the request of the members 

_ of the committee by the Research Division of the Department of Health and 

_ Welfare. They are as follows:— 

% _ 1, Data’on family allowances for countries on which briefs have 

been presented concerning old age income security programs; (Appendix “A’’). 

_ 2. Invalidity pensions in Australia, Denmark, New Zealand, and 

Sweden; (Appendix “B”), - 

3. Personal income and social security taxes in Sweden; (Appendix “C”), 

ei: 4. Supplementary data concerning old age income security programs 
a in countries for which briefs have been presented. (Appendix “D”). 


by members of the committee at various times during the proceedings of the 
committee. : 


left outstanding from time to time during evidence? 

_ The Cuatrman: There is one document to come and it will be here 
tomorrow morning before Dr. Davidson gives his evidence. 

Mr. Fuemine: That is a recent one? 


The. CuHatrMan: I believe it is. Gentlemen, do you wish to question 
Mr. MacNamara further on the subject we were discussing this morning? We 
_ will leave the subject of annuities for the moment. 


qt By Mr. Fleming: 

~ Q. Mr. MacNamara, do you see any difficulty in exacting contributions 
_ from employers to funds to provide an old age pension?—A. I would think 
that if they follow the usual pattern they would object. 


_ to pay more money: I am speaking rather of the administrative side—the 
side you are concerned with?—A. I would say there would be no difficulty in 
collecting. | 
___ Q. There is one qualification you put in here, in section 11, You said, 
“higher rates of contribution would probably mean more delinquency and 
heavier cost of collection.” Can you expand on that statement?—A. First of 
all with regard to delinquency, there has always been a_ higher degree of 
delinquency in something that is new; and, secondly, where we have a large 
_ group spread around geographically, you would also have difficulty. 

_ Q. I suppose if the benefits were confined to contributors, as you were 
“suggesting this morning——A. I do not think I said— 

_ Q. Perhaps I should not say you suggested: as was assumed in the question 
you answered this morning—put it that way?—A. No, I did not say that. I 
would like that to be corrected. I think you should have universal benefit, and 
think I made that pretty clear. 


a 
‘ 


This document contains answers to twenty-one questions which were put, 


‘Mr. Fiemine: Do these memoranda clean up all the tag ends that were ~ 


_  . I was not thinking so much of their attitude; I suppose nobody wants | 


( Q. I mean on the contributions side it could not be universal coverage because ] 
F 
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Q. Following that, the question was put to you about the contributors and 
the beneficiaries being co-extensive. Getting at this question of providing 
incentive, we had witnesses who suggested that we should provide incentive 
by confining the benefits to the contributors and permit persons outside the 
compulsory scheme to come in voluntarily—A. That is obviously so; but I 
think that in considering this my opinion is that you have to have universal 
benefit; you have to pay it either one way or the other in my judgment. I think 
your objective should be universal collection. I think you can attain that | 
under a scheme such as we have for unemployment insurance. I believe it — 
would take a little time. I think you might cover the people who are not 
insured by requiring that they buy a government annuity limited to whatever 
you set the old age pension at, and if they bought a government annuity they 
would not be included in the old age security assessment. 

Mr. Cannon: What do you mean by requiring that they buy government 
annuities? How could you enforce a thing like that? ‘ 

Mr. Fitemine: I suppose that it is in the second part of the brief. 

The CHatrman: No, it is not. I have read it. 

The Witness: You ask me how? It could be enforced if everyone, as in 
Britain, was required by law to contribute to an Old Age Security collection 
scheme—except those people who had a Canadian Government in good standing, 
limited to whatever amount you wanted to set. 


By Mr. Cannon: ale . 
Q. There would always be the sanction that if they did not purchase the ; 
. 


» 
a ee ee ee ee 


a a oe 


annuity, they would have to do without the pension?—A. Yes. But I do not ; 
believe that is an effective sanction because if they are, let us say, at age 70, — — 
x 
is 
| 


’ 


i 


By the Chairman: 
Q. It would not be a universal coverage then?—A. The two schemes 


would give you universal coverage. 
you could not have poor settlers paying for an annuity at the rates I saw in 


your brief, or the people who are in asylums, and all those people?—A. I would ~ 
say it was a second choice. | 


‘ 


Q. Would they be covered if they did not pay? Would they receive a ; 
pension if they did not contribute either through their contributions or through 
the buying of an annuity?—A. You are speaking of the people who are in ~ 
institutions? 7 
Q. The people who are in institutions, or the people who are so poor that — 
they just cannot pay. 

Mr. Homuru: That would be arbitrary, would it not? | 


4 


By the Chairman: t 
Q. Would or would they not receive a pension?—A. Just as in Britain they 
have to have a plan which takes care of the unemployed who either cannot — 
buy or cannot contribute, or through the force of circumstances have not done s0. i 
Q. Then we would have to keep on the side of the. two schemes a third — 
scheme, a means test scheme?—A. Yes, for a very small number. 
Q. So there would be a three-fold scheme? 


By Mr. Fleming: : 

Q. On page 5 of your brief in paragraph 15 under the heading of “Rate of 
Pension” you indicate that one of the features of the pension plan which you 
‘envisage is a flat-rate, irrespective of the rate of contribution, which means th 
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b sesork of jie pitivictiedl would record only es number and not the amount 
ok the contributions paid. Have any figures been prepared estimating the cost, 
a in case the pension were not paid on a flat-rate basis but rather on a graduated 
- pasis similar to the system prevailing in the United States or in Great 
 Britain?—A. You mean in respect to the amount of the pension or to. the 
amount of the collection? 

Q. I am thinking of the benefit, the graduated ence: —A. I would say “no” 
to that question. We certainly have not made any calculations. 
g Q. Would you be prepared to express an opinion as to whether it would 
_ Increase the cost of administration much or little?—A. It certainly would 
j increase the cost; and the more detailed you make your record and the larger 

the field you get into as soon as you relate it to the contributions the more 

expensive it would be. I would not like to venture a guess in dollars and cents. 

Q. You have not made any study of the schemes in effect in the United 

- Kingdom or the United States which would help us a little more on. that 
» point?—A. No. | 


aad 


By the Chairman: 

. Q. Under that three-fold system everybody would be covered?—A. That 
® is true. - 
Q. If the benefits were payable at 70, then the cost would be $323 million?— 
me A. Yes. 

s Q. And half of it, according to what you said this morning, would be paid 
_ through contributions from the employees, from the wage earners and from the 

~employers?—A. Yes. 

4 Q. And the balance of it would come from the general revenues?—A. Yes. 
eS Q. Except for those who had bought annuities? 


Mr. Know.es: He did not say “one-half”; I think he said “part”. 


: By the Chairman: | 

a Q. I think he said “half” this morning—A. I said: “Let us say half”. 
When you are through with your question I would lke to explain. 
 Q. Very well, you may explain now.—A. You see, you have two main groups, 
the employed group and the self-employed group. Now, if you say that the 
- employers should pay, let us say, the same proportion they are paying now for 
_ unemployment insurance, 40 per cent of the employed persons would pay 40 
per cent; so it seems logical to say that the man who is self-employed would 
_ ‘pay 80 per cent. 


= By Mr. Cannon: 

; Q. What is that again, please?—A. I say that it is logical to say that the 
man who is self-employed would pay 80 per cent; in other words, he would 
_ pay the share which we ordinarily would assess against the employer and the 
employee. 


Pa By the Chairman: 

3 Q. Eighty per cent of the annuity ha buys himself, and the other $ would be 
| paid by the government through general revenues?—A. That is right. 

7 Q. I see; and for the others who would be under the means test, it would 
be completely paid for out of general revenues?—A. That is true. In Britain 
a notice that the number who are under the means test form a very small 
_ percentage. 

 Q. As Mr. Knowles said this morning, it seems that under such a plan we | 
would be getting through a very complicated three-fold procedure to arrive at 
‘the same result a universal pension paid from contributions: and I do not 


Be 
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now make any distinction between ear-marked taxes and general revenues for 

the purpose of my question—-A. The same argument applies to unemployment 
insurance. You might be able to get unemployment insurance money out of _ 
general taxes rather than assess it against the people who benefit. But I would _ 
say that the people who benefit would appreciate it less and in addition to © 
that you would be under constant pressure to increase the benefits. Where _ 
the participant is buying at least part of it, he knows that if his benefits — 
increase his contribution increases. So I think that on that one point alone . 
you have a distinct advantage in collecting something from the contributors 


or from those who benefit. E 
By the Chairman. : 

Q. That is the psychological effect of the contribution. But wouldn’t you : 
have the same psychological effect with a social security tax?—A. No. ; 
Q. Why?—A. I do not know why, but we do not think that way in Canada. _ 

We are sold on insurance. 4 
Mr. Crotu: Well, the insurance people did not think so. They were here 1 
before us and they did not think so. q 
Mr. Knowues: And they should know. ; 

By Mr. Croll: ‘ q 

Q. And they were here to sell a bill of goods yet they did not even try it; ' 


and their brief indicated the fact—A. I suppose the only answer I could make 
is that you have a choice of their opinion or mine. 
Q. With respect to unemployment insurance no one benefits except those 
who contribute, as the Act now stands?—A. That 1s true. q 
Q. But the plan which you have spelled out——A. Except, well—except in 
the one case, except for supplementary allowances. _ 
Q. That is right. 
The CHAIRMAN: They are coming out of general revenues? 


By Mr. Knowles: 

Q. But when the Act gets into full operation it won’t even apply there?— 
A. Yes it will. 

Q. Under the plan for old age which you have spelled out there would be — 
people benefiting who had not contributed?—A. Those who are im institutions, 
as your question developed, would not contribute. But I do think that everyone 
else would, eventually. ; 

Q. But all that self-employed group who would not be contributing at all 
would come in on the benefit side according to your statement?—A. I have not ~ 
presented any scheme which does not visualize full coverage. You asked me if 
there would be any objection if assessments were made on the one group and 
not on all. I said there might not be as much objection as you contemplate; 
but I am envisaging full coverage for contributions as well as for payments. — 

Q. You say in your brief that ultimately universal coverage could be 
obtained for both of them. I would suggest that this objective could best be — 
developed over a period of years?—A. Yes. % 

Q. And you say that so far as the benefit is concerned, any plan would — 
have to start paying right now?—A. Yes. a 

Q. But would there not be an initial period of from two to twenty years 
in which there would be a fairly large group of people who would not be contrib- 
uting, but who would have the right to benefit? What is the advantage of 
that? The chairman suggests some sort of psychological advantage which is — 
coincident with a universal benefit?—A. There are advantages, I submit, first, — 
based on the theory that Canadians are “sold” on the insurance system— — 
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- (L agree there may be a difference of opinion as to how thoroughly they are sold 
on insurance) because if a contributory system is followed, the system becomes. 
_ accepted as insurance against poverty and old age; there is the second advantage 
hat people contributing would know that they are paying into a fund from 
which they will probably obtain a direct advantage, whereas there would not 
_ be the same appreciation of this fact if a general security tax was paid in some - 
_ other way, unless it was collected entirely separate from other taxes. There 
is one further thing that I should mention, which is that combining with 
Unemployment Insurance would mean that the employers would do the collecting 
Ae aes employees, and the employers in this way would be taking up half. 
_ the load. | 


s.- By the Chairman: 


7 Q. You could call it an old age security contribution; then you would have 
_ your psychological effect—A. I do not believe you would. 


i, By Mr. Knowles: | 

. Q. The only difference is that you are collecting it by the Unemployment 
Insurance Commission instead of by the Department of National Revenue — 
_ A. In one case you are collecting it as part of the general taxes whereas in the 
- other case you would be collecting for a specific purpose. , 
<< Q. We have not worked out our report yet and the government has not yet 
drafted a bill on the basis of our report; but there is talk of both kinds. There 
is talk in our discussions of increasing the general income tax; and there is talk 
of making a special social security tax, either of which would presumably be 
collected by the Department of National Revenue—A. Your question is what? — 
_  Q. What is the advantage of having that collected by the Unemployment 
Insurance Commission instead of by the Department of National Revenue?— 
_ A. I think in one case you are calling to the attention of the person who pays 
it what it is for to a greater degree. 


AZ By Mr. Croll: 

_  Q. Do Australia and New Zealand have unemployment insurance the same 
as we have?—A. You will probably know more about that system than I do, 
Mr. Croll, because you have been studying it more intensively. 

-_ Q. No, no; unemployment insurance, not old age security. They are on 
that system, they pay the insurance out of the money they collect—A. I should 
think that in Australia and New Zealand they combine social security and un- 
employment insurance. 

— QQ. No, I am not thinking of that, I am thinking about the fact that the 
‘social security tax covers both in those countries. The effect of the tax is what 
Tam thinking about, not the amount. What I am saying is that in New Zealand 
and Australia they pay a special social security tax rather than a combined tax 
for old age pension benefit and unemployment insurance. That is my point. 


¥ 


‘The Cuarrman: Unemployment benefits in New Zealand are paid out of the 
_ receipts from the social security tax. 


_ Mr. Crott: Yes, it is a social security tax there. 


| The Cuarrman: Yes, that is paid into the social security fund which is used 
for a lot of purposes including unemployment insurance. 


__-Mr. Homurtu: That is for all social security. 

4 _ The Cuarrman: Yes, that is the system in New Zealand. 

i _ Mr. Fiemine: The coverage in New Zealand is not the best example. 
The Cuarrman: I did not say that. 
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By Mr. Fleming: | , ie 

Q. You have expressed ‘your view as to the desirability of universality of — 
coverage. Which do you regard under universality of coverage as being the more ~ 
urgent, unemployment insurance or old age pensions?—A. I have no opinion on 
that. That is something which one might have a lot of argument about. 

Q. Might I offer a suggestion, for the reasons mentioned by Mr. Knowles 
this morning, namely that old age comes to everybody where unemployment may 
not develop with the result that there may be some greater urgency for 
universality of coverage in old age pensions than in the case of unemployment 
insurance.—A. And against that you might say that the old man might not have 
as many dependents, certainly he would not have as many growing children as 
the chap who finds himself without work and had unemployment insurance 
benefits. It is a pretty hard question to answer Mr. Fleming. 

Q. I don’t press it. If you do not care to answer you do not need to. 


The CHamMAN: Well, you take the farmers. They are likely never to need 
any unemployment insurance but most of them will need old age security, isn’t 
that true? % 

The Witness: There again the farm is his old age pension in many cases. 

The CHAIRMAN: If there were a union of farmers representative here I do 
not think he would agree with you. 


s x =<) _ —- 
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; 
By Mr. Fleming: : 
Q. Turning now to another question, what percentage of contribution do ; 
you contemplate from the employer for old age pensions?—A. I will leave that — 
to the committee. 3 
Q. I see in your statement the figures on costs being the same as for un- a 
employment insurance?—A. We didn’t reach any figure. It really does not — 
matter very much what figure you have. ; 
Q. There is no problem there in the matter of administration cost?—A. No, 
our percentage figure was based on the cost of unemployment insurance ad- — 
ministration; rather, how much did it cost for unemployment insurance, and to — 
that we added the collections for old age security; how much in addition would 5 
it cost. We merely used a percentage. 
Q. And you added 10 per cent?—A. Yes. $3 
Q. One further question: You also have reference in there to the difference — 
between the funded and pay-as-you-go plans. Would you consider there would — 
be any difference there as to the cost of administration used?—A. No, except — 
that in a general way we thought the pay-as-you-go plan was advisable and we 
thought that the funded basis on known experience was a very difficult one. In 


other words, you can’t afford to wait. 


, 


is 
Q. At the top of page 3 you set out a very important paragraph in which ~ 
you say: “It would be feasible I submit to combine unemployment insurance be 
and old age security by using the same technique and machinery for both. 
Ultimately universal coverage could be attained for both although I do suggest 
that this objective could best be developed over a period of years.” How long — 
a study—a study extending over what period of time—would be required by — 
your department or your departmental officials, or the officials of the Unemploy- _ 
ment Insurance Commission to determine that?—A. I believe that we have been 
talking about this thing now for 5 years. | 
Q. Then it is not a new question at all in your experience, and so I gather 
that this is based on a very long study and very ample consideration?— 
A. That is true. : 


ta 
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ee Mr. Know es: Is that a suggestion of the period of years over which 

universality would be achieved? Could you tell us how long in your estimation 

that would take? 

_ The Wirness: That would depend a great deal upon the objection you 
ran into there. I would not want to fix a period of years at this stage. I said 
this morning I think that the value of what a person is going to get has a good 

deal to do with this attitude towards paying for it. The value of unemployment 
insurance today is much stronger that it was when we put it into effect, and 

consequently there are no serious objections to it today. You could run into all 

_ kinds of objections, so you would have to meet them by discussions and confer- 

ences. I would think if you passed an Act or a law and said that you were 

- going to require contributions from everyone that within six months or a year 

you would be able to put it into effect. Great Britain has done it and I am 

inclined to think that we could do it here. 


| By Mr. Cannon: 
a Q. I would like to ask you a question also in connection with that para- 
- graph on page 3 to which Mr. Fleming just referred. I take it from that that 
- ultimately the department contemplates the self-employed will be under unem- 
ployment insurance.—A. We haven’t worked out the technique for it yet. I am 
rather inclined to think it will be a good thing for all. 
a Q. It will be a good thing and you consider it more or less feasible. When 
do you think we are likely to get it?—A. I think some day we will have it, 
- maybe not now but in the not too distant future. The great difficulty there is 
in assessing how much you should pay. 

The CuatrMan: And the objections to it. 
_. The Wrrness: Yes, that is true. 
a Mr. Cannon: And that would include the fishermen in my country, they 
_ are largely self-employed? 
---—s-' The Wrrnezss: That is a matter which I said was now under study during 
the course of my remarks this morning. We are niow trying to work out the 
answer to that. 
% ~ Mr. Cannon: Yes, I know. As a matter of fact, I think you intend to 
cover everybody, but I would think it would be easy to bring in the fishermen 
who are self-employed. 
a ‘The Wrrness: Obviously. 
i Mr. Cannon: And I was wondering if utimately you contemplated that it 
__would be possible to bring into this scheme everyone who is self-employed. 
| e Mr. Homuru: In your statement at the top of page 4 you refer to agricul-. 
tural workers, I take it that you include with them farmers’ sons. Would you 
_ distinguish between the hired man and the farmer’s son? 
it CS The Wrrness: Well, Mr. Homuth, it is not the easiest thing to distinguish 
_ between a farm worker and a son, that is true; also, they are spread around a 
lot, and for that reason we have not tackled them yet. There is also the further 
reason that the average worker on the farm is not very often out of work. 
es Mr. Nosewortuy: I take it that you feel that it is quite feasible to use 
- the unemployment insurance set-up to collect contributions from everyone for 
old age security? : 
‘The Wrrvess: Yes. 7 
-——-' The Cuarmrman: Now, did members of the committee have time during the 
‘ay unch hour to read through the:second section of this brief? 


‘ 
a 
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Some Hon. Mempers: No. | | 
Mr. Knowugs: We didn’t have time, Mr. Chairman; we had to have dinner. 


The CuHarrMAn: Well then, Mr. MacNamara, would you give us the high- 
lights of that? 


The Witness: On page 1, I outline what the framers of the Act had in 
mind and call attention to a parliamentary paper published ini 1907. The pre- 
amble of the Act itself pretty well explains the purpose of passing it. Their 
hope was that it would develop habits of thrift in order that people might be 
encouraged and aided to make provision for their old age. There are two types 
of annuity provided for in the Act; the deferred annuity and the immediate 
annuity, and we describe both. I would think that most of the members are 
familiar with them. 


One rather new development is that under section 6 of the Act provision 
is made for group contracts. Until about ten years ago they were not used 
very much. Starting in 1940 there were four contracts in existence and 1,240 
people covered, and in 1950 we have 846 group contracts in force affecting 
practically 159 000 people. 


Mr. Cannon: Might I ask now the rates on this group contract eee 
generally with the rates charged by the insurance companies? 


Mr. McCorp: They are somewhat less. Since the rate was changed in 
1948 they are not quite as much lower as they were before that date. 


; cfs - — ' —_— - =* ba 
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By Mr. Homuth: 


Q. But they still are?—A. ‘They are still slightly less. . Mg 
(. Is the coverage the same?—A. It depends on the policy. We have not — 
quite the latitude the insurance companies have in the matter of providing — 
an annuity or a pension, but I think our policies compares very favourably — 
with those of the insurance companies. . 
Q. Is the lower cost not offset by the wider coverage given by the private — 
companies? x 
Mr. Know.es: The government rate hae been higher since 1948. 


The Wirness: Yes, but it is still silghtly less than the insurance company a 
Bi: 


cost. 


By Mr. Homuth: 


@. The wider coverage offsets that?—A. T Oris think he insurance com: | 
pany has a much greater sales force than the government has, a much more ~ 
active sales force, a bigger advertising budget and also the insurance company — 
is not bound by an Act of parliament to the same extent that the department 
is. We have to issue our contracts under the authority of the Act and the ~ 
insurance company has much more elasticity. h 


By Mr. Brooks: 


Q. What would be the average cost of annuities?—A. I think we had some 
figures on that and it was $438 a year. | 


By Mr. Blair: i 

Q. Why are they not more popular; is there any reason why they are not | 
more popular? How much are they pushed by the government sales force?— — 
A. Since the inception of the Act there have been 293,000 contracts sold. > 
43,000 of these contracts have been finished by death or cancellation. 
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ms : By the Chairman: . 


= ~Q. You have this information on the third page from the last—A. Yes, 


; at $2.25 per month, your question is why does he not do it. I would say it is 
largely because he thinks at that age what he will not need it when he is 
_ 70 or 65 either. He is thinking then of getting married, buying his home and 
his furniture, and how he can take his girl to a show, and he does not want 
_ to spend $2.25 on an old age pension. 


By Mr. Homuth: 
_ ___ Q. And he is busy generally raising hell—A. Yes, going to picnics and 
_ that sort of thing. We do not think of these things until later on in life. 


By Mr. Blair: 


-Q. That is when he should be thinking of it. With this plan in force and 


many people with ability to buy annuities, why are more people not interested 
- in contributing to their old age?—-A. I suppose the answer is they have a more 
Immediate need for every dollar they get. 
4 Q. Those arguments all apply to life insurance annuities. They will buy 
life insurance company annuities but will not buy government annuities.— 
_ A. I would think the reverse is true. Up to the time the rates were increased 
_ two years ago the life insurance companies were not selling any annuities at 
all to speak of. | | 
ae By Mr. Noseworthy: Ai 
B Q. When the rates were increased the sales of the insurance companies 
- increased and ours decreased?—A. Yes. y 
QQ. Did the insurance company rates increase at the same time?—A. No 
the government rates increased. 7 ote 


é By Mr. Blair: ates 

 -Q. My point is, why was it necessary to increase the cost of government 
annuities when the insurance companies did not find it necessary to increase 
their rates?—A. The insurance company rates were always higher than ours. — 
.. Q. And they are still higher? are 


~ 


On the third page from the last the rates are mentioned for an annuity of $40 
at age 70 for one man. 2 


‘ment go in advertising annuities and persuading people to buy them? 
om Mr. Brown: As much as parliament will appropriate. 

The’ Wrirness: We'spend all parliament gives us. | 

oe .. Mr- Know.es: Parliament gives you all the government asks for. 
The Wrirness: We spend all the members vote. 

ls to be spent. 

7 

a By Mr. Blair: 

- Q. Through parliament and the Treasury Board or anyone else do you try 
to find means to push the sale of annuities? Lately I have found people 
“interested in annuities and they have nowhere to go and get them. Some of them 
have complained that they have not a chance to buy them and the government 
annuity had not been brought to their attention—-A. My own opinion is that 
there is room for expansion in sales methods. 


‘i 


there are 260,000 policies in force. If a young man can buy old age security | 


-'- The CuarrMan: Oh yes, there is no administration charge for an annuity. 


~* Mr. Buatr: Before we leave this. annuity question, how far did the govern- 


Mr. Brown: The Treasury Board have a great deal to say on how much 
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Q. I will tell you very, frankly now that I had a man who was very ~ 
enthusiastic about annuities and who wanted to sell them ‘but no one would let — 
him sell them. From conversations I had I was rather led to believe you had ~ 
to be a civil servant to sell them. ’ 

The CHAIRMAN: You would have to pay a commission, and if you pay a © 
commission it would increase the rate of the premium. 

Mr. Knowues: Is it not the case that there were agents a number of years 
ago? | 

The Wirness: We have agents in all principal cities and we pay them a 
commission for selling. The maximum commission a man can make is $75, but 
the rates vary. 

The CHAIRMAN: I believe we are far from our terms of reference. 

Mr. Buarr: There is just that one point. I am wondering why more people 
have not purchased security through annuities. 

Hon. Mr. Kine: We do not know. 

The Wirness: I think the answer is, the sale of annuities is in competition — 
with the sale of life insurance and life insurance companies have a much larger _ 
budget to spend on advertising, salesmen’s salaries, sales methods, and so on, | 
than we have. Whether or not the government should get into business on as 
active a basis as the insurance companies is open to question. I had a discussion — 
in a committee of the Senate in connection with our estimates and two senators 
have a definite view that we should not advertise the sale of annuities at all, — 
that on every contract we sold the government was losing money, and we should ~ 
not try to sell them. It is a question of judgment. We do spend on advertising — 
and sales effort all the money that members of the House of Commons will vote _ 
for us. . 

Mr. Homuru: In our district we have a very livewire salesman and ie y 
makes an exceptionally good living. He sells an awful lot of annuities. 


By Mr. Cannon: | 4 

Q. As a matter of fact does the government lose money on every contract — 

or are the rates fixed?—-A. The government contributes the cost of administra- — 
tion, and I suppose there is an argument for your statement. On the basis of — 
the rate of 4 per cent which was paid until the last changes were made the 
government lost the difference between 3 per cent and 4 per cent. I know the — 
government pays into the fund every year about $1 million. Last year it was | 
$1,200,000. 4 
Q. In connection with that, on table 2 you have the amount transferred to 
maintain the reserve?—A. Yes. is 
Q. Every year from 1980 to 1950 the amount is a few hundred thousand _ 
dollars except in 1937-38 it is $8,900,000, and in 1948-49 it is $11,400,000. Ido 
not understand why you have such large transfers?—A. That is entirely due to — 
a change in the interest rate. In evaluating the liability on every contract they FR, 
take into consideration the interest rate and on the evaluation before thee 


sudden changes they were allowing a higher rate. 1 
Q. In those two years you had a change. i | ig 


By Mr. Knowles: ) i i 
Q. Was the change in 1937-38 not a change in interest rates but rather all 
change in the premium rate from the mortality tables?—-A. Thank you for ie 
correction. It was a change in the estimated life of the people. , 
Q. Yes, the 4 per cent figure was not changed until 1948?—A. That is rghit 
Q. In connection with the 4 per cent figure which you have referred to two 


r three > times, may 1 ask to keep it clear, wihethee it is not the case ‘itHint 
an ities taken out at any time since April 19, 1948 are calculated at a 3 per 
; rate?—A. That is true. 


de the bulk of the payment since that date, gets the benefit of the 4 per cent 
tela That is correct. 
. Is it not also the case that if someone takes out an annuity now he 


My it if he dies the money is returned to his heirs with interest at 4 per cent? 
—A. That is correct. 

- Q.I1 am not against the latter situation but it does seem to be a bit of an 
Bemaly. If you die you get 4 per cent; if you live you get 3 per cent. The 
ee of the Act was to situa » people to provide for their-own old age, 
alive. 

4 Mr. Homuti: That encourages a lot of people to die? it 
The Witness: I was going to say that it was a reward for dying. 

Mr. Knowzes: You cannot take it with you. 


mt 


ty arises. 


Ry Mr. Noseworthy: 


does that mean they are amounts the gouvernment adds from consolidated 
revenue to the annuity fund?—A. In the bookkeeping of the government they 


account—and when this amount of money is fixed by the actuaries and the 
0 mptroller general, they transfer to this account a credit. 
-Q. From where? 


| oe “Mr. Knowtes: From the pot. 
The Wirness: The debit is against the consolidated revenue fund. 


the annuity fund? . 

The Wirness: Yes, on the books. 

‘The CHAIRMAN: May I revert to the subject which Mr. Macnaughton raised 
th is morning. It is a matter of much interest to me and I believe also to the 
ne n bers of the committee. May I quote from an article which appeared in an 
American weekly. My quotation will be quite short: “Job prospects are getting 
di im mer for old workers. Those forty and over once out of work are finding it 
hard to get back in.” Further it states: “Pensions,”’—industrial pensions— 
poinitely are beginning to influence employers’ attitude toward hiring of older 
ers.’ 

on little further it reads: Pension plans are the newest psychological barrier 
for older men and women.’ 

— Would: you comment on that? 

_ The Wirness:° Unfortunately it is true to a degree, although I notice in 


5 


. mployers of the older people in my opinion have some feeling that they 


ken on. 
Ey e encouraged older people during the war to take work and we found 


at in ernany cases they did better jobs than younger people. Our publicity 
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=O. But anyone who took out an annuity prior to that date, even if he has : 


would. get the benefit of the 3 per cent rate if he lived to enjoy the annuity, 


_ The Wirvess: It is an anomaly that will be corrected whenever the opportun-— 


us Q. When you speak of these amounts transferred to maintain the reserve 


intain an account—i have forgotten what they call it but it is a liability ; 


- Mr. Noseworruy: In other words it is additional money actually put into — 


cent contracts made by General Motors and Ford they have taken into consider- — 
ion the fact that the older age group will be maintained after retirement age, — 
id also there is some other concession on this point in their collective bargaining, = 


innot ‘contribute as much as younger people and that they should not be | 
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has been along the lines of trying to induce employers to consider the matter ing 
that light—that they would be well advised quite often to take on people in | 
the older age brackets. Unfortunately our publicity does not bring about as — 
sudden a change of heart as we would like. | 

However, I do see signs of improvement here and there. It is a most 
difficult thing to change the attitude of employers, not only employers but others | 
too. It took ten of fifteen or twenty years of steady pounding on the part of all 
concerned during the depression years to have them let out older people, pay 
them old age pensions, and to employ younger people. Maybe it is going to take — 
just as long to reverse that line of thinking. Sincerely and honestly I think | 
the retirement of people when they can work is the worst possible thing you can — 
do to them. I see so many of my own connections, and I hear so many reports ; 
of other fellows, who just rust away when they are retired, regardless of what — 
their pension or means of livelihood is. It is my view that we are building up 
a serious problem for ourselves. | 

Mr. Horners Would you oppose lowering age to 65 on the ground that it 
might shorten life? | 

The Wrrness: I would not express an opinion there but I think a man’s 
age relates more to his ability to work than it does to his birth certificate. 


: Nee VED. F S 4 ee ny ey Se 9 
; REMC eh Ate e 1 om é ff r $4 
7 we a hy 4 . ; 
1 «. 4 va - 
7 f LJ . - Pi - 

" ' . ; 

4 

4 


: 


“" @ 


Sarees he 


4 


_ a 


pasty peated 


By Mr. Noseworthy: ; 
Q. Is not the whole question of employment related to the amount of 
employment available?—-A. Oh, yes. . a 
Q. If there were enough employment to employ everybody up to 65 or om 
you would not have that problem of ‘letting older people out?—A. That 1s true. — 
But I am of the opinion that there is lots of work in Canada and that the only 
unemployment we have is seasonal unemployment. 


ee 


By Mr. Homuth: . 
Q. May I say this, Mr. Chairman, that perhaps the allowable earnings of a 
man retired on an old age pension would have a big influence on whether he 
works or not.—A. I am afraid I do not follow you. g 
Q. I am referring to the allowable earnings. He can now only earn, I think | 
it is $120 a year, but if the allowable earnings were put up high enough a 
lot of men of old age pension age would still continue working?—A. I think 
that is true. a 
Mr. Knowtes: The same thing would apply if the means test were taken ~ 
off altogether. 
The Wirness: I would agree to that too. 


By the Chairman: sy 

Q. May I quote another part of the same article I was quoting before: 
“Employers seldom sit down and calculate the pension liability on an older man, 
as compared with a younger man. They just feel that a man who will be 
eligible for a pension in twenty years, for example, is not as good a risk for 
them as the man who won’t be able to collect a pension for forty years.” Does 
the same situation exist in Canada with regard to employers?—A. Yes, I 
think so. I think it does. I think the more farseeing employers are getting 
away from that idea, but up to now I am afraid it does apply. a 
Q. Would you say then, Dr. MacNamara, that a way of reducing that 
disadvantage that the people of 40 years and over are suffering from—do 
you agree that a good way would be to have a universal pension—a universal 
pension contributory either through a social security tax or contribution, 4 
universal pension that would cover everybody of a certain age, because i 


een <* 
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of an old age pension at something under 70 years of age? 
— Q. No, no. Of course if you had a universal pension at 70, even if certain 
_ pension plans call for retirement at 65, it will cost less to both the employer 
and employee in contributions anyway because they could get reduced benefits 
after 70. I do not know if you get exactly what I mean?—A. I think the effect 
of an over-all pension at any age would probably be to cause the employer to 
_ consider: Well, this man has reached pensionable age and we will separate him 
from the payroll. I do not know whether that answers your question or not. 

Q. Suppose it is age 70?—A.I think the same thing would happen. I 
_ believe the date of separation from employment should coincide with the date 
_ of an acceptable application for old age pension. What I am getting at there is 
_ that in many cases the date of separation is 65 and the pensionable age is 70. 
_ I think there should be that lapse of 5 years. 7 
, Oe In the example you gave the age for the payment of pension was 70.— 
ma. Yes. 
¥ Q. If you come down to 65, under the contributory scheme that you outlined, 
it will cost us $560 million a year which will come from contributions and from 
the general revenues?—A. What I would like to see is that men who are able 
_to work be kept on as long as they can work, and that would bring them to the 
70 year mark; but I am afraid that if you get too generous with regard to some- 
thing below 70 it might have the opposite effect. However, I think the two 
things should coincide; that the general practice should coincide with the date 
of the old age pension. If you can bring about a feeling amongst employers 
_ and the people of Canada that men should stay on working as long as they can 
_ work I do not believe you would have this payment for old age pension between 
65 and 70. I am not so sure it is a good thing to give a man an old age pension 
- when he can work. 
| Q. I agree with you there——A. For what it is worth, that is my view. 
Q. My question was this: would not the existence of a universal pension at 
70 years of age—the one you outlined—would not the existence of such a scheme 
reduce the need and demand for industrial pension plans?—A. They certainly 
would reduce the need, and anything that was demanded would be built on top 
of the basic pension. In other words, if your basic pension was $75 a month 
your industrial pension would be built on top of that, it might be $25. 


a 


By Mr. Knowles: 


—  Q. Is it not also the case that a state pension plan would be much less of a 
barrier to these older men getting employment—men in their 40’s and 50’s—than 
‘industrial pension plans would be?—A. Yes. ; 

_  Q. In many cases these people whom the chairman was reading about find 


its own industrial pension plan is concerned about the pension situation; but if 
the pension were paid by the state, even if the state were collecting from the firm, 
that situation would not be there. 

® By Mr. Cannon: 

- Q. Following the line of reasoning opened up by Mr. Knowles, if you did 
have universal pension for everybody over 70, and supposing the employer were 
in the position where the pension plan would cost him less than it would if there 
was no universal pension over 70, he still is faced with the alternative of choosing 
between an older employee who will sooner be entitled to his pension and a 
younger employee who will be entitled to pension later on. Mr. Chairman, from 
the psychological point of view I do not think that makes much difference. Even 
if the employer’s payments are less he still has to choose between the older man 
and the younger man. 
 63699—43 
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would diminish the need for the industrial pension plans?—A. You are thinking 


. it difficult to get employment because their age is such that the firm which has | 
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Mr. Know uss: A firm is not going to take on a man if it has a pay fo a 
pension out of what he produces for that firm in ten or twenty years; but if they — 
are going to have to pay only their portion of a state-financed plan tt isa & 
different story. 

Mr. Homutn: I think we are paying too much attention i the question of 
men between 40 and 50 or 55 years of age, because in my experience in industry— 
and it has been considerable—I have not found that attitude. The only place 
where you will find that attitude is where pension schemes have recently been 
built up; ‘but, generally speaking, particularly in the small towns and villages, 
we would much rather employ a man of 40 or 50 than some young fellows of 20 
or 25 years of age. JI think we are stressing too much this matter of not employing 
men of middle age. 

Mr. NosrewortHy: The facts contradict that statement. What you say 
may ‘be true in some small towns, but you have only to go to any city and 
you will find that a man who is over 50 years of age is simply shut out; it 
is practically useless for him to apply for a job. 

The CHatrman: Mr. MacNamara said that the problem existed. Now, 
gentlemen, I wish in your name and my own to thank Mr. MacNamara and — 
his assistants, Mr. McCord and Mr. Barclay, for their assistance to us today. 

Mr. Knowues: Mr. Chairman, some of us have been calling the witness — 
Mr. MacNamara, but he is really Dr. MacNamara, formerly of the University 
of Manitoba. q 

The Witness: It is more a surprise to me than otherwise when people 
call me “Doctor’’. 

Mr. HomutuH: I am sure you have been called a lot worse ,things. 


The CHAIRMAN: You may rest assured, Dr. MacNamara, that your contri-. } 
bution to today’s discussion will be helpful to this committee. 4 
Mr. Cote: May I say, Mr. Chairman, that we opened our proceedings this — 
morning by reading an article which appeared in a paper and I trust you will 
allow me the privilege of making a few remarks while you are thanking Dr. — 
MacNamara. I wish to acquaint the committee with an article which appears — 
in today’s Montreal Gazette. It is a despatch from Long Beach, California, 
and reads as follows: . 
Arthur MacNamara, Canada’s Deputy Minister of Labour, has © 

been presented with a citation of merit by the International Association ~ 

of Public Employment Services at. the association’s 37th annual conference — 

here, it was announced today. = 

The citation, presented before some 2,000 delegates from the United 

States, Canada, Alaska, Hawaii and Puerto Rico, recognized Mr. Mac- ~ 
Namara’s “remarkable achievements in the public service of his country.” — 

The deputy minister was praised for “his tireless devotion to duty, 
unrelenting zeal and ultimate accomplishments in the struggle for — 
improved labour-management operation of the National Selective Service ~ 

in the war years, as well as the organization and implementation of 
unemployment insurance and the institution of National Employment 
Service embracing agricultural labour and the establishment of displaced 
persons in Canada.” “d 


I thought the coincidence warranted my asking permission to read this 
article into the record. ; 
-& 


The CuHarrMAN: Our compliments Doctor. Again, gentlemen, we thane 
you very much for appearing before us today. ; 


The Witness: The only comment I would care to make is: please hide | my 
blushes 


The committee adjourned. 
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APPENDIX “A” 


DATA ON FAMILY ALLOWANCES (1) FOR COUNTRIES ON WHICH 
Ps BRIEFS HAVE BEEN PRESENTED CONCERNING 
a ~~ OLD AGE INCOME SECURITY PROGRAMS 
i _ (Research Division, Department of National Health and Welfare, May, 1950) 


s Family Allowances are not paid in the United States, Denmark and 


Switzerland. For other countries where Old Age Security Program is under 


Pe ety by the Committee the following brief data (2) are supplied: 


% AUSTRALIA 
"| 


| } 1. Dates of First and Current Basic Laws 


The ;‘irst law was passed in 1941. Currently governed by Social Services 
- Consolidation Act of 1947, as amended. 


9 Coverage 

Families eligible. Families of residents with two or more children. Also 
_ paid to approved institutions (except public mental hospitals) caring for 
children. 
Children eligible. Second and each subsequent child under age 16. 
Other Qualifications. Persons receiving allowance must be resident for at 
qy least 12 months preceding claim. If alien, Administration must be satisfied 
that child is likely to remain permanently in country. If child is maintained 
_by parents in mental institution, allowance is paid to mother. Aboriginal 
natives entitled unless nomadic or ‘unless child is chiefly maintained by govern- 
ment funds. . 


. 3. Source of Funds 
All-national social security benefits paid from National Welfare Fund 
formed of (a) Social Services Contribution from individuals of from 3d. per £1 


- of employers which exceeds £20 per week; and (c) Commonwealth appropriation 
from general revenue, as necessary. 


| 4, Benefit 

: 10s. a week for each eligible child. 

“ 5. Administration | 
Commonwealth Department of Social Services with branches throughout 
country. 

es FRANCE 

. Date of First and Current Basic Laws 


‘The first law was passed in 1932. Currently governed by Ordinance of 
i 945 and Law of 1946, as amended. 


5 1Information requested by Mr. Cannon, April 27, page 276, Minutes of Proceedings and — 


vidence, Joint Committee of the Senate and the House of Commons on Old Age Security. 


ag Agency, Social Security Administration, 1949. 
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of income to 1s. 6d. per £1 of income; (b) 2-5 per cent of that part of pay roll. 


—28ocial Security Legislation Throughout the World, Bureau Report No. 16, Federal 
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2. Coverage : 

Families Eligible. Families of French citizens and resident aliens gainfully 
occupied or unable to work (including registered unemployed, social insurance 
beneficiaries, etc.), with dependent children. oe 

Dependents. For family allowance: Second and each subsequent child 
subject to school attendance (for additional year if not working; to age 17 if 
apprenticed; to age 20 if in school or invalid). For single-wage allowance (1): 
First. and each subsequent child if only 1 earner in family. For maternity 
allowance: Mother must not be over age 25 or birth must have occurred within 
2-years of marriage in case of first child. Subsequent children must be born 


within 3 years from date of last birth. Child must be living and dependent } 
on parent at time second instalment is paid. : } 
3. Source of Funds \ 
Employed person: None f 
Employer: Full cost of allowance of persons in employ—16 per cent ; 
of wages and salaries up to 264,000 fr. a year. Also (on own behalf) — 
10 per cent of base wage of unskilled ‘worker in department. 1 
Self-employed: 4, 7, or 10 per cent of base wage of unskilled work _ 
in department of residence (percentage determined by extent of — 


Government subsidy to insured persons’s occupational group). 
Government: Portion (usually 2/5) of cost of benefits for  self- 
employed. 


4. Benefit 

Employed person: Family allowances: 20 per cent of base wage (minimum 
wage of unskilled worker in Paris steel industry—12,000 fr. a month, January, — 
1949—adjusted in other departments), second child; 30 per cent for third and — 
each subsequent child. Paid (as prenatal allowance) from certification of — 
pregnancy. Single-wage allowance: 20 per cent of base wage, first child, 40 — 
per cent for 2 children, 50 per cent for 3 or more children. Paid from certification — 
of pregnancy. If only 1 child, allowance reduced to 10 per cent of base wage . 
when child reaches age 5, unless parent is widow or 1 parent is ill or disabled. 
Maternity allowance: 3 times base wage, first child; twice this amount for — 
each subsequent child. Payable in 2 instalments—at birth and 6 months later. — 

Self-employed: Currently computed on earnings base approximately 4 
that of employed person. ; 


5. Administration 


Family Allowance Boards and Primary Social Security Boards, under a 
general supervision of Ministry of Labor and Social Security. . 


GREAT BRITAIN 


1. Dates of First and Current Basic Laws 
The Family Allowances Act, 1945, effective August, 1946. 


2. Coverage ate 
Famihes eligible. Families of resident citizens with two or more children. — 
Dependents. Second and each subsequent child under age 15. If still in 

school or apprenticed, allowance is paid to August 1 following 16th birthday. — 
Other. If both parents are British subjects born outside United Kingdom, | 

one must have been resident 52 weeks in the two years immediately preceding _ 


1Single wage allowance is paid to persons or households dependent on one source of income — 
derived from employment. 


The FamilyBenefits Program also makes provision for prenatal and housing allowances. a 


ae oP 

pay ment of allowance. If both parents are aliens, one must have resided in 
country for 156 weeks in the 4 years immediately before payment of allowance. 
Family eligible if one or both parents fulfills requirements. ; 


3. Source of Funds 
General revenue. 


4. Benefit. 

5s. per week for each child after the first. 

5. Administration 

s Ministry of National Insurance. Payment is normally made through 
Post Offices. 

s . NEW ZEALAND 


- 


oF Dates of First and Current Basic Laws 
The first law was passed in 1926. Currently governed by Act of 1938. 


2. Coverage 

q Families eligible. Families of residents with children. 
_ Dependents. First and each subsequent child to age 16 (18 if in school, 
no age limit if invalid). 

' Other. Payable to mother. Not payable if other monetary social security 
benefit payable in respect of child. Must be used exclusively for maintenance 


for 12 months before application for allowance. 


3. Source of Funds 

-_ Proportionate share of Social Security Fund formed from 7-5 per cent tax 
on gross incomes of individuals, 7-5 per cent tax on net incomes of firms, and 
Government contribution. 


‘4, Benefit 
— 10s. a week. 


5. Administration — 7 
Social Security Department, supervisory. Social Security Commission, 
in Department, administers program through central office, regional registrars, 
and district agents (under regional registrars). Land and Income Tax Depart- 
ment collects contributions. 


SWEDEN 


‘1. Dates of First and Current Basic Laws 
The first law was passed in 1947, effective from January 1, 1948. Special! 
family allowances, 1938; rent and fuel allowances, 1935. 


2. Coverage 

Families eligible. Families of Swedish residents with children. 
Dependents. First and each. subsequent child under age 16. Foreign’ 
children in care of Swedish residents also entitled. | 
Special family allowances. Full orphan; half orphan with widow or 
invalid father, subject to income test. - 
Rent, etc., allowances. Two children under age 16 in family, subject. to 
imcome test. 


3. Source of Funds 
_‘National Government exclusively, from general revenue. 
_ 
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or education of child. If not born in country, child must be permanent resident. 
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4. Benefit — ys | fag Le Conk or " 

260 crowns a year, payable quarterly. Special family allowances (in— 
addition to above): 420 crowns a year, each full orphan; 250 crowns, each — 
half orphan and child of recipient of national pension. Rent allowance: 
130 crowns a year, each child; fuel allowance: 175-225 crowns, varying with 
district. 


5. Adminstration q 

- Ministry of Social Affairs, government department responsible. Royal — 
Social Board, general supervision and final appeals body. County councils | 
(first appeals body). Local child welfare committees. Special family allow- — 
ances: Royal Pension Board and local pension committees. Rent and fuel | 
allowances: Rent Board and local government authorities. fa | 


Appendix ‘“B” 


INVALIDITY PENSIONS IN AUSTRALIA, DENMARK, NEW ZEALAND d 
AND SWEDEN} 3 


(Research Division, Department of National Health and Welfare, May, 1950) { 


AUSTRALIA 


1. Date of first and current basic laws 


First legislation in 1910. Currently governed by Social Services Consoli- 
dation Act of 1947, as amended. 


2. Coverage 


Australian citizens. Exclusions: Aliens; aboriginal natives unless — 
character, intelligence, and social development, warrant inclusion or unless — 
exempt from aboriginal control laws of States or residence. } 


3. Source of funds 


All national social security benefits paid from National Welfare Fund, 
formed as follows: & 
(a) Social Services Contribution tax on income in excess of £104 a year. 

for single person; £201 for couple, greater exemption if more 
dependents. Rate begins at 3d. per £1, rising to maximum of — 

1s. 6d. per £1. . At 

(b) 2-5 per cent of pay roll of employees excluding first £20 per week. 

(c) Appropriations from general revenue when and if necessary to- 
provide benefits. | = 


4. Benefit a 
£2 2s. 6d. a week subject to income and property test. Reduced by amount 


by which income exceeds £1 10s. a week for single person or £3 for couple. For 
Seiad yee) : _ 

_1Information requested by Mr. Picard, April 27, pages 275, 276, Minutes of Proceedings, 
Joint Committee of the Senate and the House of Commons on Old Age Security, April, 1950. 
Source: Social Security Legislation Throughout the World, Bureau Report No. 16, Federal 
Security Agency, Social Security Administration. 4 a 
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ach child under age 16, 10s. a week extra income, less amount of any other ee 

i sen for child, allowed without reduction. Gifts from children or parents, rae 

_ benefits from friendly societies and trade unions, and certain other outside ex 
; income exempt. ¢ 

. Benefit reduced by £1 a year for every complete £10 in excess of £100 for aA 

: property up to £450, and by £2 a year for every £10 of property over £450. Be Bad 

No pension if property exceeds £750. Home, furniture, surrender value of life teh 

- insurance policy up to £200, and certain other property exempt. t} 

4g Blind persons have no reduction in pension until outside income is in excess mast 

of £5 17s. 6d. a week. Property test same as for old age. hs 

a Wife’s allowance, £1 4s. a week, subject to same income and _ property eas oP 


tests as for old age. 
h. a ‘Child’s allowance, 9s. a week. 


= © ~Invalid pensioners eligible for vocational training at Gominonwenlnees 
_ expense with pensions continued. 


Funeral benefit same as for old age. 


* Qualifying MeLeehoie 


Age 16 and permanently incapacitated for work (at least 85 per cent ov 
disability) or permanently blind. Incapacity must have occurred in Australia ‘ahs. 
_ (waived if 20 years’ residence). Continuous residence in country for at least ¥ 
‘ 5 years (certain absences excused as under old-age pensions). Good character. 


g Wife’s allowance—Wife or common law wife living with invalid and not 
- receiving other pension. 


Pa | 
a 


a Child’s allowance—Child under age 16 and not entitled to family allowance. BAG 
6. Administration Beem 
4 Commonwealth Department of Social Services with branches throughout ie 
_ country. eas 
| Pee’ 
ye DENMARK es 
BA. Dates of First and Current Laws sos 4 a 
] i Currently governed by Act of 1933 as amended. i". ie 
a ag rub| 
2. Coverage | Bos 
at ie 
‘ Compulsory for all Danish citizens who are members (active or passive) oY « 
_of the health insurance program except persons who are admitted to sick club i 
. _ membership suffering from a frequently recurring or incurable disease or serious be 
_ bodily infirmity and whose health is such that they are deemed unable to con- 
_ tribute substantially towards their own maintenance. ¥ 
3. Qualifying Conditions : ; i ee 
| q Payable from ages 14 to 65 (inclusive). Unable to earn one third of amount — 
Bored by persons with similar training and skill in same locality. Income limit i 

s for old age pension. Membership in sick club. Good character. hs 

| 4. Number of Recipients : fe: 


+ a» 
is 
és 


41,800 persons on January 1, 1946 or approximately one per cent of the 
total population. 
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‘April, 1949): 


‘of Ppeners 
Same as for old age plus special supplements as oliver (rates as of 


ANNUAL INVALIDITY SUPPLEMENTS ~ } 
_——— 
Amount by Cost of Living Areas and Marital Status 


Type of Supplement Copenhagen Provincial Towns Rural Districts 


Couples Single Couples Single Couples Single 


ce r 
f 


(Crowns) (Crowns) (Crowns) (Crowns) (Crowns) | (Crowns) 


PVN CDG Wis dra Pek. Alen wid cau ae 456 228 432 216 408 204 
PI elPlESSNCSSL. enon eke sais 972 648 900 600 828 552 
(OUT Wels) Eee eae ee Eo 864 432 816 408 768 | 384 


EUR ic a en 4 ie cee catia Rion alirioe ec Sipanie ee bane See Pd Ss 
Nore.—Additional benefits: Vocational training and medical care under health insurance. 


6. Source of Funds 
(a) Insured: 7.20-9.60 crowns annually according to age at admission to 
insurance and marital status. | i 
(b) Employer: 6 crowns annually for each worker for whom he must 
carry accident insurance. ‘ 
(c) Government. National government 48 per cent of total cost, communes 
1/7 of pensions. 
7. Adminstration ia 
Ministry of Social Affairs, Government agency concerned. Invalidity In- — 
surance Court, national body of 5 members appointed by Minister, determines 
right to invahdity benefits. Administration of invalidity insurance interlocks 
with health insurance administration as to eligibility, income, etc. Pensions are — 
disbursed by commune of residence. 


NEW ZEALAND | 
1. Country and Dates of first and current basic laws q 
First legislation in 1936. Currently government by Social Security Act, 


1938, as amended. a 


a. 
a 


2. Coverage 
Universal contributions collected on all earnings and other taxable income. 
Benefits provided on occurrence of risk and satisfaction of qualifying 
requirements. a 


7. 
i. 


3. Source of funds 
Social Security Fund finances all social security programs except wor kana 
compensation, war pensions and government workers’ pensions. Income of fund 
derived from: . 
(a) 7°5% tax on gross income of person, 
(b) 7:5% tax on net income of firms, 
(c) Grant from Consolidated Revenue. 
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‘£2 10s. a week, except for a single person under age 20, who receives £2. 
_ Reduced £1 a year for each £1 of income in excess of £78 a year. Special 
allowance for married women requiring nursing or domestic assistance. 


} Personal earnings of blind persons up to £3 a week (£156 a year) not taken 
~ into consideration for pension purposes. 


5. Qualifying condition 

Age 16-60, permanent incapacity for work through accident, illness, ‘or 
congenital defect, or totally blind. Incapacity may not be self- inflicted, 
Residence: 10 years immediately preceding date of application for benefit. 
Property and character qualifications same as for old age. 


6. Administration 


Social Security Department, supervisory. Social Security Commission, in 
Department, administers program through central office, regional registrars, and 
; - district agents (under regional registrars). 
Land and Income Tax Department collects contributions. 


SWEDEN 


®] 


1. Dates of first and current laws 


1913, currently governed by the National Pensions Act of 1946 as amended, 
same et as for old age pensions. 


Bi seraic 

Swedish citizens, aged 16-66 inclusive. 

f 

3. Qualifying Conditions 

_ Aged 16-66 inclusive, permanently incapable of self-support in work cor- 
responding to experience and training. 

Housing and housewife’s benefits subject to income test same as old age 
pensioners. 

Blindness supplement: Paid without income test to persons who have 
become blind before reaching age 60. 

Sickness allowance: Disablement same as for invalidity, lasting at least 1 
year but not deemed permanent. Granted for specific period in advance. 


Number of Recipients 
136,763 persons as of December 31, 1946 (latest figure available). 


5. Benefit 

ie 200 crowns a year irrespective of other income. Plus invalidity supplement, 

after i income test, up to 600 crowns a vear for married pensioners whose spouses 

also have a pension or who have a wife’s allowance, and 800 crowns for single 

pensioners (total maximum basic pension‘rates same as for old age pension). 

- Plus housing supplement, after income test, same as for old age pension. 

Housing supplement (if wife not entitled to any benefit), and special local 

housing supplement: Same as for old age. 


| 
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Blindness: Extra allowance of 700 crowns a year, without income test. 
Sickness Allowances: Same as for invalidity. 


6. Source of Funds 
Same as for Old Age. 

(a) Insured: on per cent of income subject to income tax, but not less 
than 6 nor more than 100 crowns a year. (Contributions cover 10-15 per 
cent of cost). Voluntary contributions may be made at higher rate for 

, increaged pensions. 

(b) Employer: No contribution on behalf of employees. "i 

(c) Government: National Government pays approximately 75 per 
cent of cost of program from general revenue. | 


7. Total Cost of Invalidity Pensions, Sickness Benefits and Allowances for Blind F 


Communes pay part of cost of pensions supplements. 200 million crowns as | 
compared to 567 million crowns for old age pensions. (*) | 


8. Administration . 

Ministry of Social Affairs. Government department responsible for | 
program. National Pension Board administers program nationally. Lecal | 
Pension Committees receive and process claims. Contributions are collected with | 
national income taxes. | 


APPENDIX “C”’ 


PERSONAL INCOME AND SOCIAL SECURITY TAXES IN SWEDEN 4 
(Prepared by the Department of Finance, May 26, 1950) 


National and local income taxes are closely integrated in Sweden. The , 
local income tax which is on a flat percentage basis is allowed as a deductioniim 
from income before computing the national income tax. The average local 4 
income tax is said to be about 10 per cent. The local real property tax is also — 
deductible in the same way. The national income tax is not deductible from 
income for local income tax purposes. However, allowances for the local income 
tax are lower than those used for calculating taxable income on the national — 
level. 


Income 
Included in income are profits from business income from ipl seme e 
interest, dividends, and pensions and other forms of annuities. a 
Also included in income are capital gains on the sale of securities or other 
movable property which the taxpayer owned for less than five years and on : 
the sale of land and houses that have been owned for less:than ten years. — 4 
Deductions for pensions-insurance premiums for life insurance premiums 
(maximum deduction $43) are allowed. Periodic financial support given 
other persons is also allowed. 


> 
~ 


available. 
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_ Exemptions « are based on cost-of-living zones and in the case of a single Se 7 
‘son only to lower wage earners. Thus, in group I in the table below the 
exe) ption would apply only on income up ifs $561 and in group V on income up 
to $644. The allowance is reduced as the income rises, so that a single person 
Ww ith an income in excess of $2,338 in the highest group and $2,253 in the lowest 
Twould have no personal allowance at all. A wife’s earned income is added to 
he er husband’s but she may deduct 50 per cent of that income up to $213. There 
are no exemptions for children under 16 years of age but a tax free family 


allowance for each child of Fics! per annum is paid for each child up to its. 
# 16th year, | : 


hs “ 


Cost-of-Living Groups 


By II 12D Shek vou Pe 
Married man with or _ without . Cae 
DOR Pal nics as a 4 oy eds $531 $558 $585 $611 $638 Ree hs \ 
4 Mie OTEBTE aL acces 5 «Sh ws 340 361 383 404 | 425 rary 
Rate <7 ie 
..4 
| - The rate schedule commences at 10 per cent and increases to a maximum of 5 ea 
70 per cent. acer 
of” 
Other Taxes See 


- 
-~ 
4 


In addition to the income taxes and local property taxes mentioned Peed bo ates 
Sweden also has a tax on capital owned by individuals where such capitalhasa 
value in excess of $6,377. Capital in this context includes land and houses 

(based on their assessed value) stocks, bonds, debentures (according to their Ne 
m market value at the end of the taxation year), bank deposits and other holdings. 
It also includes jewellery, motor cars, yachts, etc., furniture and other articles % 
of domestic. equipment are exempted. The tax. is levied on the combined | Rea 
property of man and wife and any property of children under 21. A reduction = go 
is allowed for all debts. te BSS 


- The rates are as follows: 6 per cent on excess over $6,377. cor os 
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es io Tage 
$ 89 on $21,255 pe 10 per fo on excess Woes 3 

$196 “ 31,883 “ 12 “ ai 
tes Nes 2S ow 42 510.) 15 Hy a Ror 
a ; $642 (ie 63, 765 c 18 ‘é “ | 4 ae ie 
A A special reduction clause provides that a taxpayer does not have to pay capital = tae he 
‘for such part of his capital as exceeds 30 times his assessed income, provided . ie : 
that the taxable amount of the taxpayer’s capital must never be reduced to less rey ve } 
th an one-half of his total capital. id PANES 
Be There is a furthr provision that the national taxes including the capital ae 
te * plus the local taxes must not exceed 80 per cent of the taxpayer’s income. ~ a i fy tf 
So ial Security Tax ha hy a 
a The only compulsory levy is connected with the old age pension program and A Sie 


amounts to 1 per cent of the income subject to income tax with a minimum of 
pproximately $1.30 and a maximum of approximately $21 per annum. 
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The following is an example of the method of ‘computation of the variou s 
taxes on the individual: ) | sree cg edit. ae <a , 
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EXAMPLH OF THE CALCULATION OF TAXES IN SWEDEN — 


Family without children, domiciled in cost-of-living group V. 


| Net income $4,265 
: Capital owned $26,650 
; ~ A. Local income tax 
INGE. SEMCOTIE TE As a het Wodanls eisai 6 ane tepcle anon otro vee tes eae ee + 45269 
Personal allowances ss o-s.jocu An. Wren t-te ee $107 
g « Allowance, for wife.% >. A phan hear ae hc 43 
—— $150 
DO MpEerACont) NCTEHIEN be: cty-cusrl ee Ase ek care ere tere 15 
. . Seeger 
, $225 
Total. local iallowancesh..ic. vue ds ee ee th AR IT AOR AC as 225 
dg 
axablenineome: ex eUek Ucoe Rh anes oe Beomvonee ee crates dered Fee Ben 4,040 
. socal income taxes (10 percent! thereol) .. sc se eee ee hones 404 
| B. National income tax ; 
Nebeiniconie, xosk vac hk douse Hea Oo abe ortee Ce eae he Let ee ee $ 4,265 
Deduction for local income tax paid during the 
mcome: year estumnaed-f ots ee kee Cee lee Carts ik $405 
: ocak: allow armed '3scuceae 5. hac Bae te ie eae en cee 640 
— 1,045 
| Waxable InehMie (6 ft vat etal tk lek Selo e ee Lepesant cha iatie See 3,220 
4 oe et ee, 
( : 
Lhe income: tak Bake, Oni$2,085. dg 50 a wis etl ders eek eee ee =) hog 
f S2r per centwot ‘bhe" excess G25) cma ae fa cake chic see ior Rae A ii, 
National dhcorme bam itu 2 PU eR ae iy Cnt et eee ae 627 
C. Tax on capital owned 
Capital’, ars wee La Scie R Laren MIRCAVU NID | (oo occ Sve a eke hes $26,650 
‘ She. .capitall taxyvorus 2320 7g, 242 81. oie ten eee eee ee tees 90 
And: 1) per Centeat cle exceds: $) 330iidy) sew eee att Sena eee 53 
143 
ee Potalsamounbyor they tdeeeiuink. msde ee eh ee ae eee eee $ 1,174 
Sources: “Key ito Swedish Taxes’, published by the Swedish Taxpayers’ Associatio ny 
Stockholm, Sweden. “Social Security Legislation Throughout the World”, published by — the 
Federal Security Agency, Social Security Administration, Washington, D. C., U.S.A. 
7 
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SWEDEN 
EXAMPLE OF DIRECT INCOME TAXES ON ‘DIFFERENT INCOMES 1948* 
(Kr.—- 2132 cts.) 


Single Married Without Children 
_ Net Income Income OASI Income OASI 
‘ Taxes Contribution Total Taxes Contribution Total 
: $ $ $ $ $ $ $ 
o 213 5 2 4 3 2 5 
% 426 27 7 31 20 4 24 
" 640 64 8 70 41 6 47 
o 852 110 9 119 78 9 87 
- 1,066 160 11 val 119 11 130 
* 1,279 215 13 228 162 13 175 
5f 1,492°° 275 15 290 208 15 223 
fi 1,705 334 17 on 257 17 274 
4 1,918 401 19 420 311 19 330 
4 2132 466 21 487 362 21 383 
‘ 2,558 611 21 632 AT5 21 496 
‘ 2,985 754 aL 775 594 21 615 
a 3,411 910 21 931 727 21 748 
A 3, 838 1,076 21 1,097 871 21 892 
a 4,264 1, 258 21 1,279 1,031 aA 1,052 
5, 330 io 21 Ar hay 1,475 21 1,496 
6,396 Dine 21 2,243 1, 964 21 1,985 
* 7,462 2a729 21 2,750 2,454 21 2,475 
ues 8, 528 3, 268 21 3,289 2,976 21 2,997 
c: 9,594 3,812 ‘ 21 3,833 3,516 21 So beu 
. 10, 660 4,398 21 4,419 4,076 DAY 4,097 
Ke 12,792 DarAl 21 5, 592 5, 249 21 5,270 
5 14,924 6,775 21 6,796 6,424 21 6,445 
% 17,056 8,040 21 8,061 7,703 21 7,724 
od 19,188 9,313 21 9,334 8, 959 ra 8,980 
iy! 21,320 10,581 Pat 10, 602 10, 227 21 10, 248 
3, 34,112 18, 664 21 18, 685 18,277 PAN 18, 298 
Px 38, 376 21,392 ZA 21, 413 21,007 Pal 21,028 
i 42,640 24,121 yA 24,142 23, 736 21 pa Ay 
ei 53, 300 31,477 21 31,498 31,029 21 31,050 


* Includes both local and national income taxes. Local tax assumed to be 10%. The taxpayer is 
presumed to have no capital, and to live in cost of living Group V (see text). 


APPENDIX °D”’ 


> SUPPLEMENTARY INFORMATION CONCERNING OLD AGE INCOME 
SECURITY PROGRAMS IN CANADA, NEW ZEALAND, AUSTRALIA, 

‘ SWEDEN, GREAT BRITAIN, DENMARK AND THE 

. UNITED STATES 

* (Research Division, Department of National Health and Welfare, May, 1950) 


; CANADA 

= 1. Mr. Fleming (May 2, page 300) requested the number of persons covered 
_ under pension plans approved by the Department of National Revenue. 

_ Answer 
ae The Department of National Revenue estimates that coverage as of 


~ March 31, 1950 under 4,125 approved industrial plans is 627,000 persons. This 

figure excludes persons employed by non-taxable entities such as federal and 
_ provincial government, municipal and local undertakings, hospital, charitable 
| and welfare organizations. 
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2. Mr. Fleming (May 4, page 402) ence the tOtBE Se ankes of” persons ‘Me 
in the Labour Force, the number of employed persons in the Labour Force, oe a 
the number employed in each occupational category of the Labour Force, Se) 
that a comparison could be made with figures contained in chart (page 350) 
in brief on Old Age and Survivors Insurance in the United States. 


Answer 
Information requested is summarized in Tables A and B below. 


TABLE A 4 


: A 
Torat Lasour Forces, Totat or Emproyep Persons In Lasour Force, AND NUMBER AND PER CENT OF 
Persons EMPLOYED IN EsacH EMPLOYMENT CaTEGORY, OcTOBER 29, 1949 my 


; Employed Persons 
Employment Category —- 
f Per cent of 
Number Total 


LL YGEMESTR CULEUIDON Se ES fie aba diswbelnl's 2 eRe een ays None even Pee ea Nee, ae ae dae 4, 1,048, 000 2-7 3 
Obed aVPe aN Pe RUE NS oil 6 ie. emer te A ea Doar aed ae i Ogee Sal Dy 1,342,000 26-6 
CO DOT V ACO LEON RU Tit Wr ie CRN anwar Ck Oy Ey A) ARG eh hoa Se Siege po a 910, 000 18-0 
CAME ANTE ie Heath. Masson Datae ht un aR ae Lae yh Nila TERE aM omaha ote ae Oe Beta 669, 000 13-2 
(e) Transportation, Storage and Communication..................50+l.aeeee 365, 000 (ee 
PAO RMSEE UC ULOM Ute ste eed tac ta at k cm ep OMB te A ah c meu LaNuaee he eran Bae | Sint x Oy . 329,000 6-5 
(7) einanee;Lnsurance: and Real ‘Wetater:4.i5 some whew ope oan eae 144, 000 2-9 
COWL UAV cae tiie UN aD Se eg rune Or Oa ae Dre tener a We Os Amber ly Ueber ny BOE RESO 246, 000 4.9 
| Total Employed Persons in Labour Force..................... 5, 053, 000 100-0 
(i) Persons Not Employed and Seeking Work......... ek ER en eae 8 Ta De 147, 000 — 
TOUS LABOUR TORCH. es ici os eae ele Cea at Ae ee ae 5, 200, 000 — 
TABLE B 


CoMPARISON OF NUMBERS AND CATEGORIES OF PERSONS IN LABOUR ForcE, CANADA AND Unirep STATES, 


1948 
Canada United States 
Item —__ | 
Number Per cent Number Per cent | 
(7000) (000) 
1.€Employed Labour Force— on ‘* 
(eo aid) Worlders) pOn-AlaArny oukkeh eee ts aes 3,238 66-4 45.300 76-3 - 
sich) Waorkera, farir eun 2. ne ee se ee 134 2-8 3,300 5-5 
(0) Self-employed, non-tatm.). bis.. seek Gre 492 PerTO0 6, 100 10:3 — 
Soleo Ved, Mablns ake es, Meek ees ee 668 13-7 4,700 7-9 
(c) Unpaid Family Workers, non-farm........... 53 tet _ — 
Unpaid Family Workers, farm............... 294 6-0 a _ 
Petal sce tira ha te oe een Oe Se 4,879 100-0 59,400 100: 0 
2.§Unemployed Labour Force..............0.ce0ceee 103 “ee 2,000 a 
OMA oe ua bOUr, MOTER: 24 1) ak) eee tens Bee 4,982 |. — 61,400 ae é 
x a 
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_ COMPLETE EXPECTATION OF LIFE!, BY SEX, CANADA, 1921, 1931, 1941, 
Be ei one op } 1945, 1947 


~~ os 


19212 1931 1941 1945 


years years years years years 


MALES 

3 60-00. 62-96 64-67 65-18 

3 64-46 65-62 66-89 67-04 
60-23 60-61 61-45 ' 62-49 62 G0is 
43-34 43-12 43-40 * 44.131 44-14 
26-57 26-14 25-93 26-37 26-36 

3 12-98 12-81 13-12 13-25 
12-00 11-76 _ 11-62 11-92 "12-08 — 


FEMALES 


“f 62-10 66-30 68-03 69-05. 
65-42 68-16 69-59 10-1903 
60-64 61-44 63-88 65-13 65:64 
43-51 43-88 45-47 46-46 46-89 — 
27-16 27 +22 27-97 28 - 62 ‘28-88 

> Sb 13-72 14-08 14-52 14:65 
12-48 12-44 12:77 13:18 |. 133i 4 


_ Sovurce.—Dominion Bureau of Statistics Bulletin on Life Tables; Life Tables for Canada and Regions, — ah 4 
1941 and 1931; Life Tables for Canada, 1945; Life Tables for Canada, 1947. : nh 
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_ (3) Data not available. 
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Commission may exercise discretion in favour of the applicant when considering _ 
payment of unemployment benefit subject to means test. wh ues 


US) eee ann 2 
~ “The Commission in its administration of this section of the Act has largely 
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income or property whichever provides the greater deduction.” The Growth I 
and Development of Social Security in New Zealand. = a 

5. Mr. Smith (April 26, page 241) requested information as to other pension 
schemes in operation in New Zealand. : 7 


Answer , 

Schemes in force for the provision of superannuation payments to public 
servants on their retirement embrace the State Railways, Public Service (in- 
cluding police), teachers and stipendiary magistrates. A general scheme 
available to all local authority employees is operated by the National Provident 
Fund Board. . 

The National Provident Fund provides two distinct services: First annuities 
and subsidiary benefits for members of the general public, with extension for — 
members of approved friendly societies and employees of firms; secondly, 
superannuation for local authority employees. | 


AUSTRALIA 


6. Mr. Smith (April 26, page 241) requested information as to other pension 
schemes in operation in Australia. 


Answer | : 

Information available indicates that there are superannuation plans for — 
employees of the Commonwealth government; and in a number of industrial 
concerns, though probably not to the same extent as in Canada. 


SWEDEN 


7. Mr. Benedickson (April 27, page 272) asked whether income derived — 
from voluntary pension schemes, and in particular from the government pension — 
scheme, is excluded under the means test for old age pensions. 


¢ 


Answer 


No. 
GREAT BRITAIN 


a 
8. Mr. Knowles (May 5, page 454) requested information on the number 
of recipients of public assistance, with particular reference to the number over 
age 60 as compared to those age 16 to 60. 
Answer 
Information requested is shown in the following table: 


AGE AND SEX OF PERSONS RECEIVING NATIONAL ASSISTANCE GRANTS ON 4 
9TH NOVEMBER, 1948(1), GREAT BRITAIN - 


y 


a 


=< 
~ 
? 


16-20 | 21-24 | 25-34 | 35-44 | 45-54 | 55-59 | 60-64 65-69 70-74 75-79 80-84 |85 years} Total — 
a years | years | years | years | years | years | years | years | years | years | years jandover i 


“| 

Males: o)s.424 5,860) 6,300} 20,260] 28,820] 32,960] 18,680} 27,600) 64,860} 78,620) 58,340} 27,320) 8,900 378, 520 
Per,cent. .. 1-55} 1-66; 5:35) 7-62) 8-71) 4-94 7-29} 17-18} 20-77) 15-41 7-22 2-35] 100-0 
Females. .... 9,820] 11,360] 31,420] 43,460] 59,640} 39,240] 56,740) 90,860} 97,820} 79,340) 44,540) 20,700 584, 940 


Percent...) 1-68) 1-94] 5-37; 7-43] 10-2) 6-71) 9-7] 15-53] 16-72} 13-56] 7-62) 8-54} 100-0 
—————— |“ |e |__|] —_— ——_——— ————— ———" ae 
Total? v3). 15, 680| 17,660) 51,680] 72,280] 92,600] 57,920} 84,340] 155,720) 176,440] 137,680) 71,860} 29,600} 963,460 


Per cent...| 1-63 1-83 5-37/  7-5| 9-61/ 6-01] 8-76] 16-16] 18-31| 14-29] 7-46] 3-07} 100-0 
wo 


ad 


(1) Based in a five per cent sample. 


Source.—Report of the National Assistance Board for the year ended 31st December, 1948, ps 53. 
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_ 9. Mr. Brown (May 8, page 483) asked if data were available on the ‘ rid 
amounts of income tax collected from different classifications or levels of income. Neh 
Answer — 3 ite 


e. ~This information is contained in an article by Dudley Seers, entitled Income 
_ Distribution m 1938 and 1947, in the Bulletin of the Oxford University Institute Mah 
of Statistics, September, 1949. | ah 


“— 


. 10. Mr. Ferrie (May 8, page 481) requested information on assistance pay- __ ai, # 
ments to persons suffering from tuberculosis. ETS ' 
_ Answer 

j Needy persons suffering from tuberculosis of the respiratory system who 


_ have given up employment to undergo treatment, are eligible for assistance, 
together with their dependents. | 


DENMARK 


_ Il. Mr. Richard (April 27, page 252) requested information on the pro- | ins 
portion of old age pensioners receiving deferred application supplements. It 
has not been possible to obtain this information. 


ne 


{ 12. Mr. Benidickson (April 27, page 253) requested information as to the 
amount of deferred application supplement payable, according to age at date 
of application. 

_ Answer | ee 


ANNUAL AMOUNTS OF OLD AGE PENSIONS, BY AGE AT APPLICATION, MARITAL 
STATUS AND COST OF LIVING AREAS, 1948 


Annual Amount, by Cost of Living Area 
Age at Application 


Provincial | Rural | les 
Copenhagen Towns Districts , 
, Crowns Crowns Crowns ; 
as “ 
Marriep Coup tz, both spouses eligible— . 
t Ee atic ension at.Age.65; 66.0.0. 62 .h00e fie... 2,496 2,196 1,848 
gy | (b) Supplement payable if pension deferred to age 67, 2: 
ON er RCE enc fe ait sch pwc: e248 ep on 125 110 92 me ie Oe 
(ce) Supplement payable if pension deferred to age 70...... 250 220 185 a = 
SINGLE PrrRsoN, or MARRIED CoupLeE, one spouse eligible— . 4 r 
mera) basic Pension at Age 65, 66,........... 6.0. cee ree 1,668 1,464 1, 236 is 
q (6) Supplement payable if pension deferred to age 67, > 
A t fas ho ay res Ae 3! RS Oi eae” A ae I a Hak Le 83 iB 62 
_ (c) Supplement payable if pension deferred to age 70.... 167 146 124 


Be 13; Mr. Fleming and Mr. Knowles (April 27, page 258) requested informa- 
tion on the Danish Health Insurance System, including definitions of active and _ 
passive membership and the relationship between membership on the health % 
surance and old age pension schemes. : 


Answer 
_ Two distinct types of health insurance organizations cover approximately 
90 per cent of the total population. State approved and subsidized Sick Clubs 
 63699—54 
er. 


| ‘) 
ek | By 
i ri: ae ; ad 


"1244 | sh ONT OQ ME MRED IEE Bok. Shee tae oe a 


‘survivors’ benefits are payable’ under the Railroad Retirement Act in the United 5 


a ee < Be Aa ie 
; pela, 
+ % ae 


a | a” 


for persons with incomes below. certain specified amounts in 1943 had Aine 3° 5 a8 

million members or approximately 93 per cent of the insured population. State ;. 
approved but. non-subsidized Sick Benefit Societies, with a membership in 1943 _ 
of about 246,000 or 7 per cent of the insured population, offer membership to — 
persons whose i incomes are above the limits for Sick Club membership. In 1949 
income limits were 8,300, 7,700 and 6,700 crowns respectively in Copenhagen, _ 
the provincial towns and the rural communes, with limits being adjusted upwards — 

in relation to the number of children in the member's family. ; 


Two kinds of membership are offered by both types of insurance organiza- 
tions. 

Active membership is on a voluntary basis and is available to all Danish 
citizens who meet specified health qualifications and who are between the ages 
of 14 and 60 years in the case of Sick Clubs, and 14 and 40 years in the case of 
Sick Benefit Societies. In the case of active membership in a Sick Club, an © 
annual contribution, equal to two or three days wages of an unskilled worker — 
(approximately 48 crowns—1948), is charged. The contribution rate for all — 
adult members of a Club is the same, but rates vary as between organizations. — 
No data is available on the contribution rate charged the active members of 1 
Sick Benefit Societies. a 


Passive membership, on the other hand, is compulsory for all Danish citizens — 
between the ages of 21 and 60 years who are not active members of a Sick Club ~ 
or Sick Benefit Society and who can meet certain liberal health qualifications. — 
Passive membership does not provide health benefits but only the right to — 
admission to active membership in either type of organization at any age and \ — 
regardless of health condition. Passive members are required (1948) to pay a ~ 
nominal fee amounting to 2-4 crowns annually. ? 


Sick Clubs are financed by members’ contributions and subsidized by the — 
state; in 1944 the state subsidized these funds to the extent of about 22 per cent — 
of their total annual revenue. Sick Benefit Societies are financed entirely by — 
members’ contributions. 


Active or passive membership in the health insurance system is one of the — 
necessary qualifications for coverage under either the invalidity or old age — 
pension schemes. , 


14. Mr. Benidickson (April 27, page 258) requested information concerning ’ 
other types of pension that might result in reduction of the basic old age pension. — 
No information, additional to that already given, is available. 


15. Mr. Shaw (April 27, page 259) requested more detailed information on | 
citizenship and residence qualifications for old age pensions under the Danish — 
program. Other than the fact that a person must be a Danish citizen resident 
in Denmark, no additional information is available. a 


UNITED STATES a 


iw 


16. Mr. Brooks (May 2, page 298) inquired as to the ages at’ which — 


States. a 


Answer - - 

The Railroad Retirement Act provides survivors’ benefits to the same 
classes of persons as the Old Age and Survivors program, namely to aged — 
widows, widows with eligible children, children of deceased wage earners, and 
certain dependent parents. 


~ . ii ‘ 
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ix re Qualifications are as follows: niet ts ge Se 
a a ae (a) Aged Widows’ Annuities—Payable at age 65 years afd continuing. 
‘ae until death or remarriage. 
Tiss. ~(b) Widowed Mothers’ Annuities—Payable at any age, providing the 
ae widow has a child of the deceased in her care who is eligible | for 
a child’s annuity. 
(c) Child’s Annuities—Payable to the unmarried dependent child of a 
deceased worker up to the age of 18 years. 
(d) Parents’ Annuities—The (wholly dependent) parent of a edb 


worker must be at least 65 years of age to qualify. 


Botte vir. nowles (May 2, page 298) requested data on ite number rae 
persons covered by or paying into the Railroad Retirement Act. 


- Answer 
B An estimated 2-3 million persons earned wage ordi under the Railroad — 
Retirement Act.in the calendar year 1948. Railroad workers with fairly constant — 
employment, (i.e. those who earned wage credits in each of six or more months : 
‘in 1948), averaged about 1-7 million. An estimated 7-7 million living persons, © 
nD pet et retired, had accumulated some wage credits under the Railroad Retire- ete a 
nt Act. between 1937 through 1948. oo 


Ee 18. Mr. Knowles (May 2, page 298) asked for the number of persons in om ni 
the United States Civilian labor force covered by or making contributions under 
the retirement provisions of OASI, the Railroad Retirement Act, or Federal _ si 
state and local pension plans. hon: . ea 


s 


Answer i i anes Nee 
e The following table provides approximate estimates on coverage, under 
present law, as of 1948 and 1951. The 1948 data is based on employment in an 
| Becice work week; the 1951 figures are based on employment at any one time ~ 
in June 1951. (It is estimated that about 3-5-3-8 million persons are in iets 
type of employment in an average work week, but no data is available on whale 
proportion of these persons are covered under state or local retirement schemes). 


ee 


> 
i 


1951 


Per cent of Per cent of 
Number Employed Number Employed ~ 
Covered Labour Covered * Labour v * 


‘ 
Force Foreé:' 47 ‘ae te 


s * 
——_- | a y rf 


(000,000) (000,000) Cs i 
35-3 59-4 35-0 y 
1-6 2-6 1:5 
1-8 3-0 2°3 


59-4 100-0 63-8 


19, “Mr. piv (May 2 2, page 333) inquired as to which states used ear- 
ked taxes, and more specifically sales taxes, to finance old age assistance. — 


Answer oy 
a The use of earmarked taxes to finance OAA has gradually Heorsssed since wet 
ie 936 9, due to a number of reasons, including the limitations placed on the suger ois | 


card > Y 


eee, 


However, these did not include sales taxes, except in the case of Florida, which 


costs of Old Age Assistance and Old Age and Survivors Insurance and their 4 


.. Survivors Insurance, to include disability benefits to wage earners and nog 


Oy Oc ote see Ey aa UO R UM At cyt t Ty le 
oF ‘ A “ ee re eee bre Ps Se io 4 A SS eae x : 
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of revenue collected when programs are financed solely i in hie way, and the fact | 
that tax revenues are often shared with other categorical assistance programs. — 

Fourteen states in the fiscal year 1947 (latest date available) used either — 
earmarked revenues only or general funds and earmarked revenues to finance 
OAA. Of these states eleven used only earmarked funds; the following used — 
the general sales tax and/or sales taxes on selected commodities and services: — 
Colorado, Iowa, Kansas, Nebraska, New Mexico, North Dakota, Oklahoma, 
Oregon, Texas and Utah. One state, Nevada, used earmarked revenues other 
than sales taxes. 

The remaining three states, Alabama, Connecticut and Florida used ear- 
marked revenues in combination with general revenues to finance OAA. — 


used a tax on pari-mutuels. | 
It is important to note that in the majority of the states using some ear- — 
marked revenues, such revenues were shared at least with other state public 


assistance programs. 


20. Mr. Fleming (May 2, page 337) asked for data on the administrative 


percentage relationship to payments. 


Answer 
The administrative costs of operating state OAA programs, excluding the ~ 
costs of operation of the OAA program in the federal Bureau of Public Assist- ; 
ance, amounted to $66-6 million in the fiscal year 1948-49. This figure repre- — 
sented 5-3 per cent of assistance payments. OASI administrative costs during ~ 
the same period amounted to $53 million or 8-7 per cent of benefit payments. 


21. Mr. Fleming (May 2, page 386) asked how many members comprised = 
the Committee on Ways and Means of the House of Representatives which | 
reported out favorably on Bill H.R. 6000. q 


Answer ; 
Twenty-five. | e 


APPENDIX “E” 


DISABILITY INSURANCE AND ASSISTANCE IN THE UNITED ST ATES, 
AS PROPOSED UNDER BILL H.R. 60001 


(Research Da aon Department of National Health and Welfare, May, 1950) 


INTRODUCTION 


Since early 1948 both the United States Senate and House of Representa-_ 
tives have studied, through either Advisory or Standing Committees, the problem 
of meeting the income maintenance needs of disabled persons below the normal 
age of retirement. The latest bill, H.R. 6000, introduced to amend the Social 
Security Act, provides a two-fold ‘approach to the problem of income mainten- 
ance for those persons under 65 years of age who are permanently and totally 
disabled. No provision is made for the dependents of disabled persons. 

In keeping with the Social Security Act’s dominant philosophy of con- 
tributory insurance against the risks of wage loss, H.R. 6000 would ‘broaden the 
present retirement and survivors’ benefits now available under Old Age and 


1 Information requested by Mr. Knowles, page 405, Minutes of Proceedings, Joint ( Com 
mittee of the Senate and the House of Commons on Old Age Security, April. 1950. 

:G 
i 
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~ agricultural self-employed persons “who have been regular and recent members 


_ supportive and supplementary program to disability insurance benefits, the bill 
includes provision for grants-in-aid to the states for a fourth category of Public 
_ Assistance, to provide for disabled persons who require supplementary assist- 
ance or who are in need and ineligible for disability insurance benefits, by 
_ reason of employment in industries not covered by the bill, or through lack of 
insurance status. , 


\ 


_ 1. PROPOSED DISABILITY InsuRANCE UNDER THE UNITED Starrs OLtp AGE AND 


Ss Survivors INSURANCH PROGRAM 


1. COVERAGE 


2) 


The proposed bill would expand present coverage under OASI to include: 
urban self-employed persons, earning an annual net income of at least $400, 
other than certain professional classes; domestic workers in private homes, 
_ if the worker has been employed by one employer for at least 26 days in a 

calendar quarter and has received at least $25 in wages during that period; 
~ employees of non-profit institutions other than ministers and members of 
_ religious orders, and those earning less than $100 in a calendar quarter; certain 


federal civilian employees not now covered by a federal retirement law, nor in © 


_ certain excepted classes of service; certain employees of state and local govern- 
ment under voluntary agreement with the federal government; certain workers 
employed in processing farm products; Americans employed by an American 
employer outside the United States, and other minor categories of workers 
- (e.g. certain casual workers). This expansion of coverage would inchide an 
_ additional estimated 10-7 million persons (June 1951) in addition to an esti- 
mated 35 million in present covered employments at that time. About 71-6 
per cent of the employed civilian labour force would then be covered for old 
_ age, survivors’ and permanent disability benetits.? | 


‘i 


2. CoNcEPT oF DISABILITY 


An insured worker, to qualify for permanent and total disability benefits, 


must be unable to engage . . . “in any substantially gainful activity by reason” 


of any medically demonstratable physical or mental impairment which is 

- permanent.’ 

To meet this definition it would be necessary to show clearly through 
~ medical and other evidence that the worker was disabled not only for his 
* customary work but for all types of work. “Conditions which usually respond 
to therapy and may normally be expected to result in recovery would be 
~ ruled out, unless there are circumstances in a particular case, such as advanced 
age of the claimant or history of previous episodes which would lead medical 
judgment to the conclusion that the condition is permanent”’.? Also a medical 
_ finding of blindness as defined by the bill, is sufficient proof that a claimant 

is disabled. 

Pe 1 According to the New York Times, May 6th, the Senate Committee on Finance has 
ecommended the removal of assistance payments to all permanent and totally disabled, under 


the Public Assistance proposals of the bill. hak 
2 The bill would etd an estimated 18,000,000 or 28 per cent of the employed civilian 
labour force. The largest group excluded (June 1951) are persons engaged in agriculture 
whether as self-employed farm operators (5-0 million in an average work week), hired agri- 
cultural workers (about 2-2 million) and unpaid farm_ workers (2-6 million). Other large 
excluded groups are, federal civilian employees (2:3 million), the armed forces (1-5 million), 
‘railroad workers (1-5 million), and the professional self-employed, (1:5 million). Certain 
‘other smaller groups including clergymen (+2 million), some domestic servants (-9 million), 
See iatural unpaid farmily workers (-4 million), complete the exclusions. ; 

~  8Committee on Ways and Means, House of Representatives (81st Congress Ist Session), 


ment Printing Office, 1949, p. 107. 


e+ 


Social Security Act Amendments of 1949, Report to Accompany H.R. 6000, Washington: Govern-— 
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of the labour force and who can no longer continue gainful work”. As a 


- 
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3. BENEFITS. 


Disability benefits will be computed in the same manner as old age benefits — 
(as amended), with the amount of benefit computed as though the worker had ~ 
attained age 65 years on the date he became disabled. 4 

Benefit will be paid to the insured eligible disabled worker who meets the 
new “insurance status” requirements of H.R. 6000, after an initial waiting period — 
of six consecutive calendar months of total disability following the month in — 
which the disability is deemed to have occurred. Benefits will be paid retro-— 
actively for only three months following the above waiting period, but after © 
1952 a claimant may file an application up to 10 months after the waiting ~ 
period. 7 


(a) Insured Status 

To be eligible for benefits, the worker must have 20 quarters of coverage | : 
within the 40-calendar quarter period, and 6 quarters of coverage within the ~ 
13-quarter period, ending with the quarter in which disablement occurs. The,@ 
first requirement meets the provision that a disabled worker must have had a 
substantial attachment to the labour force and the second requirement that this — 
attachment must be of recent duration. | a 


(b) Amount of Benefit 
The bill would provide a new method of computing a worker’s average q 
monthly wage and his benefit amount, as follows: ; 


(i) Average Monthly Wage : 
Average monthly wage is determined by dividing total wage and — 
self-employment income during “years of coverage”,’ (excluding © 
excess over $3600 for any calendar year after 1949,) by 12 times — 
the number of such years, or by the number 60, whichever is greater; — 


(ii) Disability Benefit Amount . 
For insured persons deemed disabled. after June 30, 1950, a 
monthly benefit amount would be paid, equal to 50 per cent of the © 
first $100 of average monthly wage, plus 10 per cent of the next $200, 
(this sum known as the base amount), multiplied by a number — 
known as the “continuation factor” which indicates the proportion — 

of the total years of an individual’s employment after 1936 (or if 
more favourable—after 1949) which were spent in covered employ- 
ment. In addition, there is added an increment equal to one-half 
per cent of the “base amount” for each year of coverage. If the 
total amount of benefit is less than $25 it is increased to $25. 

(c) Maximum-Minimum Disability Benefit 


Maximum. There is no legislative maximum set on a worker’s monthl 
retirement or disability benefit but the wage base ($3600 per annum) and the 
benefit formula operate to effect a maximum limit for each worker as shown 
in Table I. ’ 

Minimum H.R. 6000 would increase the minimum primary benefit to a 
retired or disabled worker from the present sum of $10 to the proposed sum 
of $25. . 


, 


a 
7 


1 A year of coverage is defined as a calendar year in which the worker has earned in covered employ- 
ment at least $200 a year (for the years 1937-1949) and $400 a year for 1950 and thereafter. If the insured 
individual has fewer than five years of coverage, the average monthly wage will nevertheless be compute¢ 
over a five year period. | a 
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(ii) a person fails to submit himself for examination or re-examination 
to determine or re-determine (periodically) his entitlement to 
benefit, as under the regulatory provisions of the bill; nas 

(iii) a person refuses to accept rehabilitation services without good 
cause; ; i 2 Pe 

(iv) a person is outside the United States and no adequate arrange- 
ments have been made for determining or re-determining the — 

extent of his disability. et 


TABLE I 


RF hte 


\ 


Proposep Montuiy Disasmiry Benerit, AND BENEFIT AS PERCENTAGE OF SELECTED 
AVERAGE MontuHiuy WAGES, BY SELECTED YEARS OF COVERAGE 


‘eas : 5 years of 10 years of 20 yearsof 40 yearsof 
a nest coverage | coverage coverage coverage > 
» Average ee a ee eee 
monthly wage Per cent Per cent Per cent Percent 
Benefit of Benefit |: of Benefit of Benefit OLAS rete 


5 : Sas | 
amount | monthly | amount | monthly | amount | monthly | amount monthly — ye 


oe 


ie 00 and OverEs. a, 
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___ Based on proposed amendments to the Social Security Act under H.R. 6000. 
_(e) Adjustment of Duplicate Benefits | es 
tr a 


a If an individual is entitled to both disability insurance benefits and work- On aera 
‘men’s compensation, for the same period of time, his disability benefit will be = 


reduce by an amount equal to one-half of whichever of the two benefits is” pis 


‘2 
oe ares uae 
A welts ¢ 


the smaller. Ne ae 
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4 ) Relation to Old Age and Survivors Benefits 7 os 
‘The first benefit payments are authorized as of January 1951, one year after aK? 
the effective date provided in the bill for extension of coverage. A monthly | 
disability benefit would continue until the beneficiary reaches age 65 at wich time Bers 
he would automatically fall under the provisions of the bill which govern old Reage 
“age and survivors’ benefits. ra ON. 
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At that time his eligible wife and dependent age 
chi ildren would become entitled to benefits, and upon his death regular survivors’ Rasen 
‘benefits would be paid to the family.? Py alk me 

< ¢ 4 ‘ p! ¢ i* 
1 Thi imitati av be suspended or modified if in the judgment of te-y, ime 

Ht Tee Agra: mines Pat eae in the process ca RTA i ouch To i ‘sh ae 
is bei nder a State plan approved under the Vocational Rehabilitation Act. 9 
te pall Eo aco that aa bill does not take into consideration any petiow in which ; 
» worker received disability benefits, in determining. insured status for subsequent old age/, "9 . 
ed survivors’ insurance benefits; furthermore, there is no loss or reduction of these benefits| ; 


k eca use of years of disability which are not years of coverage. a dat 
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;- 4. FINANCE ~ gs 

(a) Contribution rate ) | 
- The following proposed tax schedule is levied on the first $3,600 per annum 
of an employees wages, and on the first $3,600 of net earnings from self-employ- 
ment. A pay roll tax, equal to the employee rate, will be paid by the employer. | 
No tax is imposed on employers in non-profit organizations but the employer 
may elect to pay the employer’s tax by waiving the organization’s income tax — 
exempt status. If the employer does not pay the tax, the employee receives — 
credit for only 50 per cent of his taxed wages. i ‘. 
--Tt will be noted that the rate for the self employed is 14 times the tax rate © 
for employees. . 
The provision in the present law providing for appropriations from general - { 
revenue, when required, would be repealed under H.R. 6000. 3 


Tax rates 
Calendar years eee 
Employee Employer Self-employed — 
Per cent Per cent Per cent 
LOGUE eae Petre IN rR RE cles Seta denave Scere ee Ue see eemsied tout 13 13 21 
RE any err Sea OF CEA COU ial oh art ce Bin ae rar aan rapes 2 2 3 
PO BU RE Cem nse he peal Re Git sip Pulls Sha aac pre tie a hepa tate bin logan oe 23 24 33 
[ECTSES SS 0 0k Se 0 nO eR Oe TAA One Urge RUA oe Spb a 3 3 4i 
PTO SUATLaeet COR aoe ian oie Oe on hhte betray b Ame teen eats 3t 34 43 


(b) Cost of Disability Benefits ’ 

Old age ‘and survivors insurance and total disability insurance will be- 
financed asa single system. The Committee’s preliminary estimates of the — 
annual cost of the proposed disability benefits are given below together with the — 
cost as percentages of estimated pay roll. The Committee recognized that long 
range costs are affected by many factors; furthermore costs expressed as dollar 
amounts are somewhat misleading as with extended coverage both the outgo and 
income of the system will be affected. a 


TABLE II 


Estimatep Cost or Disapiniry INSURANCE BENEFITS AND Cost AS PERCENTAGE OF 
-EstrmateD PayROLL, BY CALENDAR YEARS, UnpER H.R. 6000 


Cost as a 
Calendar year Total cost percentage 
of pay roll 
(Millions of $) 
OSC Ran de CN c,h acts oy Me kts, AON ee en ae cee Nerd ay pete 
236 0-2 
UNSEAT RRR See EN rE PROM Bete ee ale PMLA ME LMT ET MPL ehiy Patan MRA A Is 
IPU[e AS Os SOS, SRM i EE Ri OWn TOME OMAR Gat It 2 oi, RAR Ren vA Ling Ania eps C0. 480 0-4 
ROT ete Ss, PN aR ee ale, & ite chy, Sen Re RI NE oa Sa 780 0-6 
NRTA ROAR bn i itn AO Race acts sic ge nek eB xieeida he wis Oath amie s ele 810 0-6 2a 
LOL Ae OP aa, TE OE na es ie TARA 6 "840 0-4) a 
LOE RON pe Ip ae RR Cie REP HOC KAT AT RMR one fe) 870 0-6 1m 
Level-premium at 2 per cent interest..............--se ese eee eee eens — 0-5. 7a 
Source.—Committee on Ways and Means, Report on H.R. 6000, Tables 8 and 9, p. 38. aa 
ge X 


OLD AGE SECURITY ’ 1251 


Zi As shown in Table II the level premium cost of disability benefits, i.e. the 
contribution rate which, if charged from 1950 on, would meet the disability 
_ benefit cost in perpetuity, is calculated at 0°5 per cent of pay roll, based on a 
two per cent interest rate on reserves. 
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5. ADMINISTRATION 


The administration of disability insurance benefits will be integrated into — 
_ the present OASI program, and administered by the Bureau of Old Age and 
_ Survivors Insurance. Clerical and mechanical processing involved in disability 
: claims are believed to be essentially the same as in the present old age and 
‘survivors insurance program. Provision is made for the periodic medical 
_ determination of individuals entitled to disability “benefits. ‘“Re-examination 
_ at regular intervals, such as six months or a year would be prescribed according 
_ to the judgment of physicians reviewing the case; in cases where recovery was 
- obviously impossible, such as dismemberment, re-examination might be | 
_ waived.”1 “A limited number of professional people would be required on the — 
regular staff of the Bureau of Old Age and Survivors Insurance to make deter- 
' minations of disability.” . 
4 The administrative costs of providing disability benefits including the costs 
_ of re-examination (physicians’ fee when not employed by the United States 
government, travel and subsistence expenses of the beneficiary) would be 
—_ payable out of the Old Age, Survivors and Disability Insurance Trust Fund, in 
_ the same manner as other administrative expenses of the program. 


am 


II. Proposep Amp To THE DISABLED UNDER STATE-FEDERAL PROGRAM 

4g or Pusiic ASSISTANCE 

H.R. 6000, would include provision for grants-in-aid to the states for a 
' fourth category of public assistance for permanently and totally disabled 
individuals under age 65 years who are in need, and who either cannot qualify 
- for disability insurance benefits, or require supplementary aid. It has been 
estimated that some 200,000 totally disabled persons, on general assistance as 
- of December, 1948 (financed solely by the states and localities), will gradually 
' receive aid under this proposed state-federal grant-in-aid program; it is 
__ believed, however, that eventually, as the disability insurance program develops, 
_ the number of disabled requiring assistance should decrease. 

~ No maximum is placed on individual payments under H.R. 6000, but the 
$50 federal participating maximum on individual payments, is retained. The 
federal share of state payments to disabled persons, would be calculated under 
the same formula as that proposed for other assistance categories, namely: 
: a four-fifths of the first $25 of the states’ average monthly payment per recipient, 
% 1 plus one-half of the next $10, plus one-third of the remainder, within the 
individual federal maximum of $50. . 

i Under the proposed amendment, the federal government would also parti- 
 cipate in a state payment made directly to medical practitioners and other 
_ vendors of medical services, on behalf of a disabled person (as well as other 
categories of public assistance), which, when added to any’ monthly assistance 
payment does not exceed the federal participating maximum on individual © 
payments. Federal participation in monthly payments to the disabled (and 
other categories) in state-approved public medical institutions, other than 
institutions for mental diseases and tuberculosis, is also authorized under the 
bill. 


a 1 Report on H.R. 6000, op. cit., p. 106. 
2 Op. cit., p. 28. 


Wee ee The Shinated annual ase to the federal government of this ‘program is Ss 
tak ‘said to ape approximately $66 million. / 


74, Hi eowuateres aetted : ; 
The proposed aid to the disabled would be administered free iis same ‘ 
a ~ federal administration requirements as would apply in case of the other state- 
| Bik € federal programs of categorical assistance. However, the federal limitations 
Bare regarding state residence requirements has been further liberalized. Under | 
os -_-ELR. 6000, no state plan for aid to the permanently and totally disabled would — 
“ 7 iesgipe permitted to contain a residence requirement of more than one continuous | 
: 
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ai year immediately preceding the application for aid. 
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MINUTES OF PROCEEDINGS 


t 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11:30 a.m. Honourable Senator J. H. King, and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. 


, 

. 

j Fripay, June 2, 1950. 
7 

k 

3 

7 Others present: ee 

. The Senate: Messrs. Burke, Horner. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
_ Brown(Essex West), Corry, Cote (Verdun La Salle), Fleming, Knowles, Laing, 
- Noseworthy, Smith (Queens-Shelburne), Weaver, Welbourn. 


gy Hon. Paul Martin, Minister of National Health and Welfare, was also 


; present. 


a In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, Mr. J. 


“W. Willard, Director of Research and Mr. J. W. MacFarlane, Director of Old — 


_ Age Pensions, Department of National Health and Welfare. 


_ . The Chairman tabled a memorandum entitled “Disability Insurance and 
_ Assistance in the United States as proposed under Bill H. R. 6000”. It was 


' Proceedings and Evidence of the previous sitting with the other memoranda 
tabled at that time. (See Appendix “E” in Proceedings of Thursday, June 1). 

-_- It was also ordered that a brief received from Dr. Leonard March, Professor 
_ of Social Work, University of British Columbia, Vancouver, be incorporated as 
an appendix to this day’s Minutes of Proceedings and Evidence, and that copies 
t of the brief be distributed to Members of the Committee. (See Appendix “A”). 


: The following documents which were tabled at the sitting of June 5 also 
" appear in appendix to this day’s Proceedings, viz:— 
| 1. Letter from the Minister of Health and Welfare, Province of British 


sions. (See Appendix “B”). 

2. Statement from Research Division, Department of National Health 
and Welfare, entitled “Summary of the Minority Reports of the House Com- 
mittee on Ways and Means on certain provisions of H. R. 6000”. (See 

— Appendix “C”’). 


illard. | 


- matters referred to in newspaper reports quoted during the Committee’s sitting 
of June 1. 

At the conclusion of Dr. Davidson’s examination, which also closed the 
~ Committee’s public hearings, the active Chairman, Mr. Lesage, expressed the 
Committee’s gratitude for the assistance received from Departmental Officials 
and their aides, the Clerk and official Reporters, representatives of organizations 
“and others who had given evidence, and Associations or individuals whose 
written submissions would be of great benefit to the Committee in its delibera- 
ions. He also thanked the Members for their co-operation. 
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ordered that this memorandum be printed as an appendix to the Minutes of — 


Columbia, and attached Resolution concerning National Contributory Pen-_ 


In the course of his examination, Dr. Davidson answered questions on the 
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MINUTES OF EVIDENCE 


Hovusk or COMMONS, 
Fripay, June 2, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
_ Old Age Security met this day at 11.30 am. Hon. Senator J. H. King and Mr. J. 
_ Lesage (Joint Chairman) were present. Mr. J. Lesage presided. 


The CHarrMan: Gentlemen, we havea quorum. This is our last public sitting 
and Dr. Davidson is here to give any information that may be asked for by 
members of the committee. 


a Dr. G. F. Davidson, Deputy Minister of Welfare, called: 


_ ‘The CuairMan: Have you anything special to add, Dr. Davidson? 

The Witness: No, sir, but there were a number of things to come up this 
_ morning, two of which relate to questions that Mr. Fleming has raised from time to 
- time and one of which relates to a question which you have in mind yourself. 
| There is one other thing, I should report to the committee: the memorandum 


- from Dr. Leonard Marsh of Vancouyer arrived on my desk yesterday afternoon. | 


ag is being mimeographed today and I would suggest that, if the committee 
_ wishes, instructions be given to have it printed as an appendix in today’s pro- 
_ ceedings. Distribution of the mimeographed document will take place today. 
4 The Cuarrman: It will go into the folder with the other briefs. 
a Hon. Mr. Horner: Is this the Dr. Marsh who was formerly with McGill 
; ‘University? . 

The Witness: That is correct, Senator. ‘ 


a . 
: The CHAIRMAN: We have, from the Research Division of the Department _ 


of National Health and Welfare, a memorandum on the question of requests 
for information from members of the committee. It is entitled Disability 
Insurance and Assistance in the United States, as Proposed under Bill H. R. 
6000. I suggest that it go as a fifth appendix to yesterday’s evidence which 
has not yet gone to the printer? 

4 Agreed. 

connection that the Senate Committee on Finance, in its report rejected the 
disability insurance provisions that were contained in the House report and 
_ the bill itself; and it is still uncertain and it will continue to be uncertain until 
_ the joint conference of the House and Senate resolves their difficulties—whether 
7 not disability insurance will find its place in the old age and survivors 


[ The Witness: It might be of interest to the committee to note in that 


insurance legislation of the United States. 

= Mr. Laine: What was the nature of the criticism, Doctor? Was it on the 

basis of acting too quickly or imadequacy? } 

x The Wrrnxss: I think it was due to the conviction of the Senate members, 

based on the testimony that was brought before them, that the problem of dis- 
ability insurance was one of the most difficult ones to deal with from an 

administrative point of view. There was also some feeling that this was in 

he nature of an entering wedge for health insurance or state medicine which 

was opposed in some quarters in the United States. 
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The CHAIRMAN: Has. any ego any een to fase Bae ‘Davidson on 
any subject? 
Mr. Brenipickson: I note that you say “on any subject.” I understand 
that yesterday the committee dealt with a question of the Ontario regulations 
and I am not going into that although I was unavoidably absent. } 

The Cuatrman: Mr. Benidickson, I promised Mr. Fleming that I would 
arrange time for questions on the point that was raised yesterday and, also, ra 
promised him just before we met this morning that we would wait until he 
came in at 12 o’clock to deal with this further matter. : 

Mr. Benrpickson: I was going to point out, apart from what was dierneeel 
yesterday, the C.B.C. news this morning, and I think I am quoting fairly — 
accurately, said that Ontario was being discriminated against in the matter — 
of the application of the regulations. : 

The CHarrMAN: That is exactly the point. 

Mr. Knowuss: It is another matter. 

The CuarrMan: Well, Mr. Fleming talked to me about both cases. You 
are talking about the mental patients. Mr. Fleming talked to me this morning 
and asked if we would wait until 12 o’clock, and I said that I would. 

Mr. Brown: It is not ‘a matter that Mr. Fleming brought up yesterday. 

The CuarrmMsan: No, but just the same, we talked together on it this. 
morning and both matters are to be raised. ag 
Mr. Brown: It is an understanding between yourself and Mr. te 
- which we are quite willing to honour. 

The CuHarrMaANn: Well, would you then answer the question I asked about, 
family allowances, Dr. Davidson? é 


The Wirness: Mr. Chairman, I might set forth first of all my understand : 
of the question which you put to me and which I believe you put to me | privately. 
rather than in the committee. 

It was your desire that I should try and bring together some evidence tal 
show the extent to which over-all expenditures on family allowances go directly 
into the stream of consumer purchasing power. It was also your wish that I try 
to translate that into terms that might be applicable to present old age pension 
expenditures, and to any old age pension expenditures which might be na 
under any new set of proposals. 


The CuarrMAN: Exactly. | p 4 


The Wirngss: First of all, I would like to recall a statement that was made 
by Dr. Whitton in her testimony when she touched on this point. She expressed 
the opinion, which my evidence will support, that it cam be taken for granted in 
any conceivable system of old age security of the kind we contemplate where 
payments are at or near subsistence level, the bulk of the money spent on old age 
security of that kind will go very directly into the stream of consumer pura 
power. ; 

I will say a word first with respect to family allowances; then I will ue to 
relate what I give you on family allowances to the old age security picture. 
First of all, I would draw to the attention of members again a document that 
was referred to by Dr. Eugene Forsey, of the Canadian Congress of Labour, 
when he was giving testimony before the committee. He referred to a paper 
given by Mr. Robert Beattie, Director of Research of the Bank of Canada in 
the Canadian Journal of Economics and Political Science of October 1944—in 
advance of family allowances—in which Mr. Beattie discussed from the poin in 
of view of the economist the economic effects of family allowances in terms o 
promoting purchasing power, and beyond that, promoting sales, production on 
employment, and so on. 


Se ie ee ey y 
eye re eae oy 
chee ox san secunrry tuk Hi Ns ces i | Nee ; ise? 

St ik Wet) hr: : Cheek) Besa. 
Ay Wi ee eet tit detail, I (ine that stein cae find in ioe i 
iy teresting * to read. Mr. Beattie’s conclusions, were, as I recall them, that in 
= ferms of quick, immediate, and direct results that you may want to ‘achieve, a 
program of transfer payments such as family allowances and universal old aM 
age. security payments is about the most direct and effective way to get money — tara it 
; into the purchasing stream and to ensure that it will be spent on the consumer — Be 3 
level for consumer goods. That is about as good a device as any that can be a ; ae 
considered. That was the theoretical approach taken prior to the advent of | 
: family allowances. Of course the question arises as to what extent our experi- _ 
ence with family allowances has been borne out. Now, that is most difficult. to 
answer in any precise terms, because we do not pay family allowance moneys. 
4 Pont: to’people of Canada in any different shape of dollars or different colour of 
_ dollars than the dollars that come from wage cheques or dividends or what. not. 
Therefore it is impossible beyond a certain point to distinguish expenditures 
that are made because of family Bee from ape tes made from “i 
Bete or ba other source of income. 


B wage ek to buy something for the young child. Family allowance Theda Psd Sky of 
_ may be used to buy the wife’s hat because she has that particular cheque in her a Oak 

; pocket and then she may go to the next store and buy baby food or a dress for aks 

her young girl or something for her young boy out of the wage cheque. vi te: eo | 
Now, it is to me not reasonable to say that under such circumstances ‘te. % , 
family allowance cheque is being spent either wrongly or that it is being spent. : 
Tor a purpose other than that for which it was intended. Once the family | 

a allowance cheque gets into the pocket book of the housewife it is to all intents — 


and purposes indistinguishable in most cases from other sources of family see 
income. ; 


/ 


— By Mr. Brown: 


ay Q. Can you go into the question of how family allowance cheques are used ae Ke 

for children because the children are required to attend school?—A. The point — Ree 2 5 
is that the family allowance cheque does result in additional benefits for the ae 4 
children. But I think it is not realistic for us to expect every family allowance. Pia 
cheque to 'be put on a separate shelf or managed in a separate set of books. oe 

or spent only for articles that can be identified with the children in the family. 4: if zt “ 
ie Q. If you had travelled in some of the remote parts of the country you. Aa 
ppoulc see how it actually has affected the children. 


Hon. Mr. Horner: You would not think it had anything to do with the: ee 
in rease in the sale of liquor and cigarettes? aay : a aa 
EB The Cuatrman: May I suggest that Dr. Davidson finish his statement and — Ga Wh 
then questions may be asked. HA ‘ . 


_ The Wirness: Now, we have from time to time tried to make or arrange Yala E 
in Sana for the conducting of small studies and surveys in order to find out NE 
roughly the kind of things for which family allowances are spent. | The com- — ae a <F 
mi ttee may be interested to know there is one of thes surveys in print, in the rae ay f 
form of a document called, “Changes in farm family living in three areas of — Sag < 
the - prairie provinces from 1943 to 1947”. This was published by the Depart- 

ment of Agriculture in February, 1949, and was a study made of ‘three areas of — 

the prairie provinces in co-operation with our own department and the Univer- : a 

sities of Alberta and Saskatchewan. EK 4 
The particular significance of this study was that we were trying in this rus nae 
sur ‘vey to make a “before and after” study of family purchasing patterns in 
these rural areas. The Department of Agriculture in 1942 and 1943 had already Ps a 5 
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made a study of family living expenditures in these areas; and after the family 
allowance program came into effect we thought it appropriate to go back to ~ 
these areas and see if we could get a revised picture of family spending patterns _ 
based on the increased incomes due to family allowance payments. Similar — 
attempts have been made in a series of studies, but only one is in published 
form at the present time. Through the universities, schools of social work, the ~ 
Department of Agriculture and other channels, we have accumulated a total of 
eight or nine small studies to date covering sample groups of population both in ~ 
rural and urban areas. | 

These surveys were made in Nova Scotia and New Brunswick combined, 
Montreal, west central Alberta, northern Saskatchewan, west central Saskatche- 
wan, southeast Saskatchewan, the Gaspe area of Quebec, Lanark county in ; 
Ontario, and Nicolet county in Quebec. The total families covered in these — 
small surveys was 662 altogether. There were small groups of 50 to 100 in © 
each small study, covering about 2,000 children. - ¥ 

Now, the significant thing, to my mind, in these studies is that it shows a 
very heavy weighting of family allowance expenditures as reported by families 
on articles of immediate consumer significance. The first item, not only in total — 
for all surveys, but the first item, consistently, in every one of these nine surveys 
is the item of clothing. Without exception in the vast majority of families, in — 
each of these surveys covered, reported that they spent part or all of their family A 
allowances on clothing needs. More emphasis was placed on clothing than any 
other item, including food In total, between 80 and 85 per cent of all families 
covered in these surveys reported they spent part or all of their allowance on a 
clothing for their children. a 

Again, without exception, every one of the nine surveys was consistent in 
reporting that the second major item on which families reported they spent their 
family allowance cheque was the item of food. That is interesting because it — 
covers both the rural and urban areas. It is significant that not only in terms 
of the nine surveys combined but in terms of each separate one taken, the second — 
item reported is the item of food. a 

It is only in regard to the remaining items you have any scattering, any — 
differentiation between the various individual surveys. The item of health and — 
medical expenditures ranked third in four of the nine surveys, but in-the other | 
surveys it ranked from fourth position to sixth position. . . a 

The item of education ranked fourth over all,~but there was a scattering — 
there, it ranking as high as third in two of the surveys but ranking as low as 
seventh in other surveys. 4 

Recreation expenditures, including money given by parents to their . 
children for spending money, has a relatively low rating all across the board. | 

I think the significance of that is that recreation is an item on which the — 
family makes an expenditure only when it has met adequately all its more 
immediate and pressing needs. Therefore, it would be expected in rural areas, — 
in low income areas, and in the low income sectors of population that the expendi- — 
tures on recreation would be relatively low. The surveys have included in this © 
item not only recreation expenditures but also spending money that parents give 
from their family allowances to their children, because that is considered indi-— 
rectly a recreation expenditure. That item is third in southeastern Saskatchewan — 
and sixth and seventh in most of the other areas. aa 

Then there is savings and insurance and this is a significant item. This ranks 
third when you take the nine surveys together. It ranges from a high of third 
to a low of seventh place. It covers ‘both savings and insurance. All surveys 
combined show that about 25 per cent of the families surveyed reported that they 


. 


saved some of their family allowance money in bonds, bank accounts or insurance 
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for their children. When you examine the survey reports more closely you find 
however that in most cases the amount of family allowance that is saved is a 
relatively small proportion of the family allowance payment. . 
: ‘Therefore this 25 per cent of the families represents a group who spend thei 
family allowance money largely on consumer needs, but do find it possible to 
oi aside a portion of family allowances either in terms of savings or insurance 
policies. 

I think I have given you enough of the picture there to show you that the 
predominant weight of emphasis in terms of family allowance expenditures is on 
the items we would expect, because they are clothing, food, health and medical 
expenditures, education, recreation and spending money for children, in that 
order, with savings and insurance coming about half-way down that list. 

Now, what is the significance, if any, of indications of that kind in terms of 
old age pensions? I think the significance is reasonably clear. Transfer pay- 
ments of the type of old’ age pensions at the present time, or old age pensions 
under any system such as we have been considering, will produce immediate 
consumer purchasing power to the same extent as family allowance expenditures. 
In fact I would venture to say that a larger percentage of old age pensions’ 
expenditure would go directly into the consumer purchasing stream than is the 
case with family allowances. My reason for saying that is based on a number 
of considerations. Mr. Sharp has indicated to us that the amount likely to be 


_ recaptured through income tax from any conceivable system of old age pensions 


is considerably smaller than the amount which is recaptured from family allow- 
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of the status of the old age group, certainly the lowest segment of that. group, 


ances. He also brought out the fact that there is a very small number of persons 
in the upper age brackets who are in the income tax groups. That, by inference 
at least, justifies the conclusion that a very substantial proportion of the total of 
old age pension expenditures is now, or under any conceivable plan in the future, 
going directly into the purchase of immediate consumer needs such as food, cloth- 


ing, shelter and so on. 


Mr. Knowuss: I wonder if I might, on a point of privilege, refer to a letter 
which I have before me from Miss Ethel Baker, the secretary-treasurer of the 
Calgary branch of the Alberta Old Age Pensioners’ Society. This is one of a 
number of letters I have had from Miss Baker, and I think the other members of 


~ the committee have also had them. I felt it fair to this branch that I should say 


they feel a bit badly because of the fact they had not submitted a brief. The 
reason they did not do so was due to the fact they were caught by shortness of 
time and then felt it was not necessary to submit a ‘brief. They feel badly now 
because they have heard that quite a few smaller organizations have submitted 
briefs. I would judge from the comments in Miss Baker’s letter that their only 


concern is that some people may think they have not been on the job. ‘They 


recognize all the points they would want to make have been presented but I 
thought it would be fair to them to have this notation made. I may say in this 


letter Miss Baker answers Mr. Fleming’s oft repeated question as to priorities; 


her branch says they think the means test should go first; second, the age should 


be lowered and third, something should be done as to the amount. The letter I 


have is signed by Miss Ethel Baker, secretary-treasurer of the Calgary branch, 


Old Age Pensioners’ Society. 


The Cuamman: Dr. Davidson, you had given two reasons in connection 
with Mr. Sharp’s data. 

. The Witness: I think that is probably as far as I can go, Mr. Chairman. 
I would not like to put a precise dollar figure or a percentage figure on any 
given amount that might be spent for old age pensions, but I think the indica- 

tion from our family allowance experience and indeed our general knowledge 


justifies the conclusion that the bulk of present expenditures of the old age 
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pensions, the vast bulk of present expenditures, and the vast bulk of any new — 
expenditures would go directly into the purchase of consumer goods immediately. — 
I think that is about all I can say. j a? 
The CuairMan: And I am satisfied with the answer. It answers the © 
point that I had in mind. | 
Any questions of Dr. Davidson? Senator Horner, you had something to — 
ask Dr. Davidson? | : 
Hon. Mr. Horner: I was going to remark we learned all this from Mr. q 
Aberhart many years ago. This is a social credit principle. Would you ~ 
recommend that they be paid twice as much so that there would be twice 
as much spent, twice as much in circulation as there is now? Is there any ~ 
limit as to how high it should go? ' 
The Wirness: I think, Senator Horner, the limits to which the government — 
should go, or parliament should go in making payments of these kinds, are — 
limits which have to be determined by parliament itself in the light of the — 
collective point of view of all members of parliament as to how far it is proper — 
to go. That is a policy decision which clearly falls on the shoulders of — 
parliament. It is not, and would not be proper for me to discuss it. 
Hon. Mr. Horner: But according to your recommendations— 
The CuarrMan: I do not believe that Dr. Davidson made any recom- — 
‘mendations. . 7 
Mr. Brown: Is it not a good thing to have more money in circulation? — 
‘The CHarrMAN: Do not start on economics, gentlemen. ‘ 
Mr. Brown: I am just asking Senator Horner that. { 
Mr. Larne: Nothing that Dr. Davidson said would indicate that if twice | 
as much were paid it would be good for the country. Me 
Mr. SmirH: Mr. Chairman, would this be the point at which Mr. — 
Benidickson should bring up the question he was going to bring up? a 
The CHAIRMAN: Yes, it is the same with Mr. Fleming. Yesterday, Mr. — 
Fleming wanted to ask questions. — ae 
Mr. SmirH: Mr. Benidickson’s subject was somewhat different. 
‘ The CHamrMAN: Let us clear the one of yesterday and then the one of 
today. if 
Mr, Fiemine: Thank you, Mr. Chairman. a 


# 
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By Mr. Fleming: 


(). Dr. Davidson, referring to your statement yesterday and the newspaper 
article which gave rise to it, I wonder if you would clarify several factors. | 
There was an Ontario directive dated January 1, 1950, to which you referred — 
yesterday which in effect brought into operation a different basis for reckoning | 
the rent value of homes owned by the pensioners in Ontario. Re 

Now, your department was acquainted with the method in effect up to 
January 1, 1950.—A. That is correct. ane 

Q. Was that method in your department in keeping with the federal 
regulations?—A. That method, Mr. Fleming, was-not in any technical sense 
a violation of the federal regulations. : a 

Q. 11(a) and 11(b)?—A. Yes, it was not a legal violation of the federal 
regulations but it had the effect if I may say so, in our opinion, at least, of. 
largely nullifying the federal regulations because it was, in effect, a system of 
calculating income which reduced the income value of the property to the- 
vanishing point so that in a substantial number of cases the amount of income 
from that property was finally arrived at as nil. In that connection you may 
recall that you yourself posed a theoretical question to me at one stage in 


3 ~ the earlier proceedings. You asked what we would do if a provincial authority 
decided that it was going to devise an artificial way of income calculation 


time, and I confess to you that I was not aware of this situation at that time— 
. Q. Neither was I when I asked the question.—A. I said to you at that time 
that we would certainly have to take a look at that and get some direction on it. 
Now, I think the’situation you visualized then was in effect the same as the 
situation we have presented to us here. It was our point of view right along 
that as long as that regulation was there, it was proper for the province to 
exercise a considerable degree of latitude in devising its own method of applying 
that regulation. It did not however seem to us to be justifiable or reasonable, 
for a method to be devised which had the effect of nullifying that regulation to 
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regulation was there it was our feeling that some more reasonable device or 
formula should be used by the Ontario provincial authorities in order to give 
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was when we found in going over a number of their cases, that the regulation 
was in effect being nullified by this particular device of income calculation, that 
we took those cases up with the Ontario authorities and said we thought this was 
out of line, that it created difficulties vis-a-vis other provinces and suggested to 
them that something in the way of revision should be undertaken. 
Q. When was that done, the taking up of the subject with the Ontario 
_ authorities?—A. I cannot give you a precise date on that but I can say this that 
our examiners went into Ontario some time during the summer of 1949. The 
Globe and Mail report yesterday indicated that that was on June 13. That may 
be the date, I am not in a position to say whether it was or not. Our examiners 
in the course of their examination over a period of months accumulated a number 
; of these cases, brought them to Mr. MacFarlane’s attention, and Mr. MacFarlane 
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discussed them on the phone with Mr. Asbury. In November of 1949, Mr. 
MacFarlane—not specifically for this point, but because he had been asked by 
_ Ontario for some time to visit the old age pension office there—went down and 
' discussed this and a variety of other questions with Mr. Asbury. That dis- 
cussion took place in November of 1949 and I have no doubt that it was as a 
_ result of that discussion that the new directive of the Ontario government was 
promulgated as from January 1, 1950. 

: Q. Are you satisfied the basis for calculating the rental value of the hone 


“11 (a) and 11 (b)?—A. Yes, sir. 
Q. You are satisfied with the present method?—A. Let me make it clear 


accordance with regulation 11 (a) and 11 (b). . 

i Q. That is what I understood you to say.—A. The second part of your 

_ question was whether I was satisfied with the regulation. 

q Q. No, I mean to ask whether you are satisfied that it is in accord with 

- regulations 11 (a) and 11 (b)?—<A. That is right. 

z Q. Now in regard to the previous formula in effect in Ontario, do I under- 

- stand the position taken by your department now is that the basis violated 

- regulation 11 (a) and 11 (b)?—A. Technically, no 

e @. Have you refused to settle claims that were based on the formula applied 

in Ontario after January 1, 1950?—A. Not to my knowledge. 2 would have to 
ask Mr. MacFarlane but he says to me, by nodding his head, “no.” 

J @. Do I take it the subject i is still open to be negotiated now, or that the 

- federal government has settled claims on this basis and accepted them?—A. 

_ As far as Mr. MacFarlane and I know, no claims have been refused under the 
old regulation. Claims that were paid on the basis of the old directive have 

been paid without objection on our part; but we simply pointed out to the 
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which would in effect reduce the property valuation to $1, and I said at that 


the point that it might as well not be there. In other words, as long as the 


some effect and some meaning to the.regulation that was in existence. And it. © 


namely 4 per cent of the assessed value of the home, is in accord with regulations ve ) 


that I am satisfied that the regulation laid down in the new directive is in’ 


_ 
ek a oe 


they could not go equally far with Ontario in nullifying the regulation. 


- that the word reflected the nature of the discussion. I honestly believe that — 
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Ontario authorities that in our cater this particular interpretation of the — 
regulation made the regulation in effect meaningless. It nullifies the obvious — 
intent of the regulation which was that there should be some income deduction ~ 
made for ownership of property. If Ontario were to continue with that direc- ~ 
tive in effect we would have no justification for saying to other provinces that — 
At that point we felt that we should draw the matter to Ontario’s atten- 
tion and express the view that it was not reasonable to write a regulation and — 
then adopt a formula that would completely nullify its effect. After discussion 
with the Ontario authorities and I do not think it is unfair to say this, the | 
Ontario authorities finally came to the conclusion that they agreed with us and 
that they should do something about it. 
Q. I do not know anything more about this than what I have read. 


Mr. Brown: What newspaper were you reading from? 
Mr. Fiemine: The Globe and Mail. 
Mr. Nosewortuy: The Canadian national newspaper. - 


By Mr. Fleming: 


Q. Are you quite satisfied that your department or any of its officials 
did not go any farther than you have now indicated? You made it quite | 
clear yesterday that there was no order given as was suggested in the news- 
paper article, but in between those two positions there may be quite a field — 
for pressure of one kind or another? In fairness to all concerned, I want to — 
get as close to this as I can. Are you satisfied that your officials did not go — 
any further in the way of applying pressure than you have indicated?—A. I — 
have questioned Mr. MacFarlane—in whom I have complete confidence— 

Mr. Larne: May I just ask there— 


The Witness: May I finish. I have asked questions of this kind: “What 
would be the correct expression for me to use in describing your discussions — 
with Mr. Asbury? Would it be suggestion; would it ‘be request; would it be 
argument; would it be protest; would it be demand, or order?” ; 

Mr. Knowtes: It sounds like a committee on external affairs. | 

The Witness: I asked where along the line it would be honest to say — 


is about as fair a way to get an honest man’s opinion of a secondhand con- — 
versation. That is about as far as you can go. Mr. MacFarlane said he © 
thought somewhere between the word argument and protest would be*about — 
the correct way of putting it. He discussed the matter with Mr. Asbury and ~ 
Mr. Asbury argued for awhile in defence of the regulation as it then existed— _ 

Mr. Brown: The word should be ‘reason’? ee. 


The Witness: That expresses it exactly. I had not thought of that. Mr. 
MacFarlane at no time he tells me, suggested that we would have to refuse 
accounts or give any sort of order or directive, or threatened that we would — 
cut off Ontario. He simply brought the cases forward and said that it was — 
not working out the way we thought it should: I can assure you too there 
were not 7,000 cases—sample cases on which we did discuss this matter. 
Perhaps 200 would represent the samples provided by our examiners to Mea ; 
MacFarlane as a basis for discussion with Mr. Asbury. After Mr. MacFarlane 
had put these one by one and indicated our point of view, Mr. Asbury are 
agreed to Mr. MarFarlane’s statement and said that he saw our point o 
view, that he thought we were right, and that they would have to make ae 
change in the directive. 

Mr. Fuieminc: I have just two or three more questions, The Ontario gov 
ernment having changed its directive into’a formula that now ‘satisfies yaw a 
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department that it is in accordance with regulations 11 (a) and 11 (b), is it the 
a intention of your department to allow those cases that were dealt with under 
i the former formula to remain closed or are you insisting on revising them? Or 


_ has any decision been reached upon those under the old regulation up to 
December 31, 1949? 


The Witness: So far as I know there is no question of going back on the 

old cases. In fact, the procedure which has been established by the Ontario 

_ authorities themselves,—and I had a copy of their directive here yesterday but I 

have not it with me today,—supports that view by saying as from the Ist of 

_ January new cases coming on pension for the first time will be de&lt with in this 

new way, and as existing cases are reviewed from month to month in the course 

_ of the year recalculation will be made on the new basis where recalculations are 

called for. That means some were made in January, February, and March; and 

some will probably not be made until October, November or December. I must 

confess that I do not understand why nothing was heard of the adjustments which 

were made under this new directive during the months of January to April, in 

contrast to the cases which have apparently been reviewed and adjusted in May. 

But as far as we are concerned we are not raising any question on the procedure 

adopted. It is a directive which the Ontario authorities have issued and the 

_ effect of the directive in some of the cases will be to continue them for a few 

months longer on the old basis until such time as they come up for annual review. 
Mr. Know es: Unless we cut the means test out in the meantime. 


a The Witness: At the point of annual review a new calculation will be made 
' and the adjustment if any will be made in the particular case. 


Mr. Fteminc: The federal department is satisfied with that. 

The Witness: Yes. 
The CHatrMAN: I believe that should conclude this part of the questioning. 
Mr. Fiemine: It does; that was my last question. 

The CHairMAN: That is very good; I agree with you there. 


Mr. Knowtzs: I notice that Mr. Fleming was referring to both 11(a) and 
11(b). Was 11(b) involved? 11(b) covers personal property? | 


a The Witness: 11(b) was referred to in the press story. I would lke to- 


+ 

LS 

4 

2 say, if I may, that from our department’s point of view we have never said and 
’. we do not now say what the story says,—that the Ontario authorities at one time 
were refusing to apply or refraining from applying regulations 11(a) and 11(b). 
- Our view is that the Ontario authorities have consistently been applying regula- 
. tions 11(a) and 11(b), as it is in fact their duty to apply them under the terms 
of their agreement with us. They have abided by them. The only question 
that arose between us was the manner in which they were applying the regulation. 
q We took the initiative, I will go that far, in saying that in our opinion they should 


~ modify the way in which they were applying 11(a) and 11(b). Having taken ~ 


that initiative and having persuaded them that they should modify their directive, 
’ the initiative then passed from our hands and the decision as to the form of the 
new directive was taken entirely on the responsibility of the Ontario authorities 
themselves. They did not ask for our approval of the text of their new directive, 
and in fact there was no occasion for them to do so. I did not myself see a copy 
of this new directive until April of this year. Mr. MacFarlane did not receive a 
9 copy until the month of March, although Mr. Asbury had outlined its general 
te features to him earlier on the phone. 

Mr. Benwickson: I was making a’reference earlier, before Mr. Fleming 


. 


out to me that it is in the morning press. It is to the effect that the province of 
Ontario has registered a protest because it alleges that the dominion government 
has enforced a new policy which cuts off their old age pension entitlement for 
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came in, to a news item on the C.B.C. this morning, and it has now been pointed- 
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persons who are in provincial mental past ORE take it on Hie grounds thats 
they should be public welfare charges, and therefore solely a matter of provincial © 
administrative responsibility. Iam not raising the question on those facts alone, 
but the news item went further and said that the province of Ontario was pate 4 
this as a discriminatory attitude in that the dominion government had not taken _ 
the same attitude to the same circumstances in two other provinces, one of which - 
was British Columbia and the name of the other province escapes me. a 
The Wirness: I think it is perhaps important to put the name of the other 
province on the record, because the other province was the province of Quebec. ~ 
If I may say so, I have changed my morning routine. Now, instead of read- _ 
ing my morning mail first when I get to the office, I read the Globe and Mail to 
find out what is happening on the provincial level about old age pensions. a 
Mr. Know.es: To find out what we are going to do today? 


The Wrrness: I find that I can get more information as to the views of the a 
Ontario Old Age Pension Commission ‘by doing that than I can by reading my © 
morning mail. However, I would like to point out on this question as on the other 
question, there has been to my knowledge at no level, ministerial, deputy minis- _ 
terial, or otherwise, any letter of protest, any letter expressing disagreement with | 
the regulation which has been in effect, not since 1948, ‘but since 1931. 

This regulation was passed in 1931 at the time the percentage of the sharing — 
of costs was “changed from 50/50 to 75/25. At that time a new regulation was put — 
is designed to insure that aged people in mental hospitals—people who were ~ 
considered to be the responsibility of the provincial authorities as mental cases — 
and were therefore regarded as cases which were not appropriate for assistance — 
under the Old Age Pension Act—should be eliminated from the old age pension _ 
rolls. a 
Rightly or wrongly it was felt by the administration at that time that the — 
only effect of allowing provinces to put all their mental! cases on to the old age ~ 
pension rolls would be to shift the burden of hospitalization of mental cases from q 
the provincial treasury to the federal treasury to the extent of 75 per cent. 

A regulation was drafted at that time which read and still reads as follows: 
“Payment of a pension shall be suspended during the confinement of the nensiofeal 
as a public charge in any public mental institution.” a 


I draw your attention incidentally to the fact that. this is quite a common a 
feature in the systems of other countries which we have studied. You will — 
remember that in the United States it goes even farther than that. It has beau : 
in effect in Canada since 1931. This question came up for review as I recall at 
the proceedings of the interprovincial old age pension board as long ago as 1937, 
and one of the provinces began to protest about this regulation. However, when > 
the province was reminded that this was part of what was a gentleman’s _ 
agreement—a sort of quid pro quo for the 75/25 agreement—the provincial © 1 
government representative concerned—a cabinet minister—said that in that case 
he thought they should not pursue the discussion farther; that if the agreement 
was made on the basis of this regulation they should stand by it. 

I mention that as background only. This regulation was applied consistently — 
up, until recent years in the sense of excluding all mental pensioners in public — 
Institutions. Then a few years ago some provinces began to look at this and see 
the words: “as a public charge’. It began to appear that this regulation was not 
as restrictive as it had originally been thought to be. This regulation does noe 
in fact exclude all mental hospital patients from old age pension benefits. 
Because of its rather peculiar wording it excludes from old age pension only 
patients in public institutions who are there as public charges and we have had 
the difficult task of trying to decide under what circumstances a patient 1s 
public charge in a mental institution. We have also had a number of othe 
difficulties, but I would like to say most sincerely, categorically and directly, 


~~. n 
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- that in my opinion no discrimination of any kind is being practised against 
_ any province in respect of old age pensions. In the case of British Columbia 


_ they set up by separate legislation as long ago as 1937 or so what they called 


_ a Home for the Aged Act and they took out of their mental hospitals a number of 
_ aged persons who were in these hospitals as mental patients, but who, in the 
_ opinion of the British Columbia authorities, were not mental, they were simply 
_ senile and required custodial care. They were discharged as not being mental cases 
and under the new legislation they were admitted to a separate institution under 
a separate law not as mental patients but as senile patients requiring custodial 
care. This is not a new situation in British Columbia. It is at least 12 to 13 
years old. | 
| We had to decide if those cases were in mental institutions, and we had to 
_ accept the fact that under the law of the province these Homes for the Aged were 
not mental institutions and we could not so interpret them under the regulations. 
_A similar situation developed in the province of Quebec, but it is much more 
complicated there because the institutions are private institutions recognized by 
the Quebec Public Charities Act for grant purposes; but to all intents and 
_ purposes they are public mental institutions for the province of Quebec. They are 
_ the nearest counterpart to public mental institutions there. In Quebec they have 

followed a practice of setting aside a separate wing of a general institution for 
this same purpose, and we are frankly engaged in discussions with Quebec 
constantly as to where the dividing line is and at what point it can be applied. 
i In Ontario, as this article in the Globe and Mail points out, the provincial 
authorities have taken the view that if they can arrange for someone on behalf 
of the patient, or if the patient himself or the public trustee on behalf of the 
' patient, can pay a minimum rate of $1.50 a week for the patient’s care, that con- 
stitutes an exemption from the application of this section where the words 
“public charge” are used. I think the members can see the difficulty with this 
kind of regulation. We think we are right, that the better way, the more accur- 
ate way of determining whether a patient is a public charge or not, in part or 
in whole, is to decide whether or not that patient’s actual maintenance costs are 
Bheing borne by the public treasury of the province or municipality. 

Mr. Larne: There is nothing about being discharged as cured in this case? 

. The Witness: No. We have taken the view an old age pensioner in a 
“rental hospital, and on whose behalf $1.50 per week is being paid from the out- 
~side, is not paying his way in that hospital and he 1s in there at least partly as 
a public charge. We have said therefore we could not accept these cases as being 
eligible for old age pensions under the regulations as they stand at the present 
_ time. I am not defending the regulations, I am simply pointing out the fact 
that the regulations are there and our interpretation is based on that. 
’ This newspaper story goes on to say, in addition to the charge of discrim- 
ination, that the federal government has been paying for some of these cases 
and that now the provincial government stands to lose $750,000 to $1 million 
annually, which is the approximate amount the federal government has been 
paying for mental patients in Ontario institutions. It states these patients have 
‘had their pensions taken away from them. I can only say this is the first knowl- 
edge I have had that there are any pensioners on our rolls from Ontario mental 

1ospitals who should not be there, and it is the first knowledge I have had that 
1,500 to 1,800 pensioners have been or are about to be cut off for this or any other 
reason. I can only hope that the facts as given in this story will be reported 
to me or to the federal’ government at some official level in a letter from either 
“Mr. Asbury, the director of old age pensions for the province, or someone else 
from the provincial government. | 
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The facts as given in this story about 1,500 to 1,800 pensioners having been — 
cut off have never been brought to the attention of anyone in our department ~ 
so far as I am aware. 5 

I would like to say one final word—there is a reference made in this news — 
story to the fact that the Department of Justice had ruled that mental patients — 
are public charges and hence could not receive the pension. That is not accur- — 
ate. The Department of Justice has not ruled that pensioners are public charges, — 
the regulation speaks for itself. The Department of Justice ruling which we — 
have received recently has the effect of lessening the area of operation of this — 
particular regulation rather than enlarging it. The Department of Justice has — 
pointed out in its ruling to us that first of all a patient who is not in a mental | 
institution as a public charge is not debarred from pension by this regulation. 
If he is in there at his own expense or his family’s expense he is not debarred | 
from the old age pension by this regulation. Furthermore, in answer to a further . 
inquiry from us the Department of Justice has given us, even more recently, — 
an opinion that an old age pensioner who is on old age pension, and who then — 
goes into a mental institution, and on whose behalf the old age pension is used | 
to maintain him in that institution, is not in all cases a public charge. 4 

The receipt of an old age pension does not of itself constitute a public charge — 
as defined in this particular regulation. 4 

I think it will be seen that the Department of Justice ruling far from ~ 
restricting has gone a long way toward diminishing the area of operation of this— 
regulation. A 


By Mr. Bendickson: 4 

Q. To whom would the cheques be payable in that group of 1,500 in mental — 
institutions?—A. I am not aware of 1,500 to 1,800 patients who are old age pen-— 
sioners in mental institutions receiving the pension. \ 
Q. The federal auditor would have noticed that?—A. I think we would have > 
noticed it on the monthly paylist even before our examiners got around to 
reviewing the files. q 
Q. These people in British Columbia have been placed in institutions that 
contain only people who are suffering from such things as loss of memory and 
senility? A. The British Columbia authorities have made a distinction between 
these senile cases and what they call psychotic cases, where there is real mental 
illness and mental disturbance. This latter type of case has to be taken care 
of in a mental hospital. I think it is generally accepted across Canada and in 
other countries as well, that a very large number of aged persons are finding 
their way into mental hospitals at the present time. There is a disturbingly 
large number in almost all countries where mental hospital programs exist, and 
it is also accepted that a substantial number of those are in there for senility, 
irascibility, loss of memory, ete. They do not adjust to their community and 
finally their condition gets to the point where it is necessary to put them in a 
mental hospital. Whether they are senile or mental is difficult to decide, and - 
not being a psychiatrist I would not attempt to say. a 
But where the province sets up a separate law, a separate provision for these 
people, and admits them to this separate institution which they call homes for 
the aged, it is difficult for us at the federal level to take the view, despite what 
their law says, that these are still mental institutions and that the patients in 
these institutions are mental patients. “a 


By Mr. Laing: A 
Q. Are we paying old age pensions to such people?—A. If they are m 
homes for the aged set up under the laws of the province, yes. is 
Q. Let us take the case of a person who may have no near relatives bt 
who is suffering from advanced senility; to whom is that money paid?—A. If 


ues 


a 
r. is in that institution the province, under their regulations, has the authority to 
~ name a trustee, and the trustee in that case is usually the superintendent of the 
institution. The cheque is divided beween the institution itself as payment for 
the aged person’s care in the institution and a small comfort allowance is 
usually provided for the individual himself. This whole area of pension pay- 

ments 75 per cent of which come from the federal treasury to persons in pro- 

vincial institutions, is a very perplexing problem. 


_— 


By Mr. Noseworthy: 


Q. Is any other group of institutional cases debarred from old age pensions? 
—<A. The only other group is inmates of Jails. 

Q. That is an anomaly, is it not? If they are in any other institution they 
may receive the old age pension but if they are in a mental hospital or in jail 
they cannot? 

The CuarrMan: That is the regulation. 

Q. It is rather antiquated. 


The CuHarrMaN: In what way? 
Q. I cam see no reason why an old age pensioner who is a public charge in 
an old age home should be the recipient of old age pension any more than one 
in a mental hospital, or vice versa. I think they are both public charges. 


q Mr. Smiru: I asked Dr. Davidson a question im regard to certain inmates | 
~ of county homes being entitled to the pension, and I thought the answer was they 


were not. 
A The Wrrnuss: I think you will recall that your question was whether or 
~ not they were charged the value of board and lodging as provided by the county 
authorities. 
Mr. AsHBouRNE: When was this ruling by the Department of Justice made? 


The Wrrness: I could not give you the exact dates from memory, but I think 
the first ruling was made last September and the later one even more recently. 
_ We have not yet been able to communicate them to the provinces but will do so 
~ shortly. | 
; Hon. Mr. Kriya: I would like to say this: what the province of British 
Columbia is doing in separating these people and providing for them has been 
- confirmed and endorsed by the best medical authorities on this continent. 


‘e 
3 
., By Mr. Fleming: 
= Q. May I ask if Dr. Davidson has had an opportunity to prepare that 
y information I asked for on Monday or Tuesday about the possible cost of other 
~ forms of social security?—A. I have done my best to bring some material 
& together. It is not in written form and I must admit I would have great 
- difficulty in putting it in written form because it is very much bits and pieces. 

. The Cuarrman: I believe you should give us what you have, Dr. Davidson. 


ie 

y By Mr. Fleming: 

ae Q. Will you be able to make a more finished production of it if you have 
- more time?—A. I am afraid not. 

ls Q. We might as well hear what you have now.—A. I have been trying, at 
_ Mr. Fleming’s request, to pull together some, what you might call, unfinished 
business as far as other social security costs are concerned, so you would be able 
to see the implications of any decisions you might make in respect of old age 
‘security in relation to any other possible commitments of governments in 
federal and provincial and other social security fields. 

B. 63822—2 
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I think the first and lanpest Pont is health insurance, shanks has been the : 
subject of. discussion for a good many years both on the provincial and federal — 
levels, and which was the subject of one of the dominion proposals to the 
provinces in 1945. 
In 1945 an estimate was anineteay as to the cost of a total health insurance ; 
program in which the provinces would share; and some indications were given — 
there as to what the federal government at that time, within the framework of 4 
the over-all tax agreements, thought would be the cost in financial terms. a 
The estimates in 1945 were based on a figure of $21.60 per capita as being ~ 
the cost of a comprehensive system of health insurance for all people of the — 
country. On the basis of that per capita figure the total cost, based on the 1941 | 
population, was set at around $250 million annually. It was suggested that the © 
provinces should bear $100 million, and the federal government’s share would 
be $150 million annually. The percentage sharing of cost was to be 60 per cent 
federal and 40 per cent provincial. 


Hon. Mr. Kina: Is that a departmental development or did it come from — 
some representations ? 

The Witness: No, that was in the proposals which the federal government _ 
made to the provinces in 1945. Now, all that I have been able to do is to take - 
that same per capita figure worked. out in 1945 and apply it to our present — 
population. I give you the next figure with the full knowledge of the fact that — 
the $21.60 per capita figure, if-it was valid in 1945 is inadequate now in terms © 
of the rising cost of hospital care and other types of medical care since that — 
time. On the basis of the $21.60 per capita figure, taking the present population, — 
including Newfoundland, the cost for the same kind of health insurance pro-_ 
gram today would run close to $295 million. 4 

Now, one can add to that whatever one feels justified in adding in light a 
of the rising cost of health and medical care which has taken place during the > 
last few years. I can give you only one indication of the extent to which that — 
figure may not perhaps be representative of the full present cost of medical — 
care. A survey was made in 1947-48 of a representative sample of Canadian — ; 
families, making a breakdown of expenditures under a variety of headings. — 
Estimates from preliminary figures indicate that in 1948 family expenditure — 
for health care in all forms, may have been in the neighbourhood of $350 and — 
$370 million. 


4 


By Mr. Ashbourne: i, 

Q. And did they make that study as regards old age pensioners?—A. No, : 
they did not. 

Now, health care inelited physicians’ services, dental care, nursing, optome-_ 
trist. services, osteopath, chiropractors, physiotherapy, medicine, drugs, appli- 
ances, and medical supplies, but they did not include in that premium ae 
on prepaid forms of hospital or medical care. . 

Now, that is about as far as I can go, Mr. Fleming, in terms of that, ea : 
is the major item of social security provision other than old age security which 
has been under discussion between the provinces and the federal authority up 
to the present time. One can see from that something of the size of the cost 
problem without being able to foresee exactly what might be the ultimate distri i 
bution of cost as between federal and provincial authorities. Perhaps it | i 
pertinent to mention there that, having given those figures, one should keep i 
mind the fact that a very large amount of the cost of health insurance would 
be simply a shifting of present expenditures into a different channel rathe er 
than an additional expenditure on the part of the Canadian people. They are re 
spending according to the survey I have mentioned $350 million or more at 
the present time on all forms of health care, but they are spending it chege on 
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- the Canadian people, although it would mean that large sums of money registered 


a present expenditure would be directed through organized channels, provincial | 


and federal. I think that point makes it clear, does it not, Mr. Fleming? 
Y Q. You have two other subjects that you were to take up?—A. The next 
j question, I think, is most difficult. 


By Mr. Benidickson: 


_.__ Q. Before we leave that question of health insurance, could Dr. Davidson 
just make a comparison of the type of services contemplated in these 1945 
proposals on a national scale with those now being provided by at least two 
of the provinces on a provincial scale. I think British Columbia and 
Saskatchewan each have a health scheme. What differences are there in the 


types of services that are being provided and those that might be provided 


e 
"under that federal scheme?—A. You are not speaking of the special medical | 


care provisions for old age pensioners, but. of their hospital insurance degislation. 
; Q. Yes—A. In British Columbia the insurance program is limited to 
hospital insurance. Medical care insurance is not involved at all. In Saskatchewan 
that is basically true for the province as a whole with the exception of the 
Swift Current area. In that one area of Saskatchewan, there has been set up 
_a demonstration project involving somewhere around 55,000 of the population 
where they have a local tax supported medical care insurance program supple- 
menting their hospital insurance program. 

, Now, the nature of the federal proposals to the provinces in 1945 was one 
which was much more comprehensive, involving hospital insurance, medical 
car insurance, including both general practitioner and specialist services, 
diagnostic services in the hospital, nursing services in the hospital, visiting 
nurses services outside the hospital, dental services and pharmaceutical benefits. 
That, roughly is the extent of the 1945 proposals as related to what is 
being done now in the provinces of British Columbia and Saskatchewan. | 
| The CHAIRMAN: Would the members of the committee rather come back 
at two o’clock or would you rather go on and finish before we rise? 

Mr. Nosrewortuy: I would like to ask one question on that Ontario mental 
~hospital— 

Mr. Fuemine: Could Dr. Davidson complete his statement first? 

- ‘The CuHairman: I wanted to know if it was the wish of the committee 
‘to come back at two o’clock or to carry on now. It is agreed we continue now. 
Mr. Nosreworruy: If I may refer to that question in Ontario— 

: The CuarrMaAn: I believe we should wait until Dr. Davidson has finished 
his answer. 

The Witness: The next question is invalidity pensions and I really should 
‘not venture any figures on this because they are so extremely uncertain. The more 
‘TI have tried to get a reliable figure the more I am bogged down in conflicting 
evidence. In a statement by Mr. E. A. Dunlop, who is now with the Canadian 
‘Rheumatism and Arthritis Society, an estimate, based on U. S. figures is 
given. Mr. Dunlop thinks that we might have 150,000 disabled Canadians 
‘of working age who are in need of rehabilitation. But whether that is the group 
that would get on invalidity pensions or whether that is the group you would 


should be the group which would not be on disability pensions except temporarily 
during periods of retraining. But nothing is said in the material I have seen 
from Mr. Dunlop as to what you might call the hard core of people who 
would get invalidity pensions. | 
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a individual channels. It does not follow that if health insurance were organized — 
and developed that there would necessarily be a large extra expenditure by | 


‘provide a rehabilitation service for, is by no means clear. In theory that — . 
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We have done eornetien ourselves of a similar nature. We have taken 4 
the most recent United States survey of the United States Public Health — 
Service, a survey of the prevalence of disabling illness in 1949 in that country. 
We have taken from that the disabilities that they. listed of more than six — 
months duration. If we can assume that our ratios are the same as the United » 
States ratios we would have between 20 and 65 years of age in Canada, about — 
170,000 persons with disabilities, not in all cases total or permanent, but with 
disabilities that have incapacitated them for periods longer than six months. | 


Those two figures, I think have to be taken with very very great caution. We — 
also tried another approach. We said to ourselves, regardless of what the © 
definition of disability might actually be, regardless of whether it be total or 
permanent, our experience in regard to people who come under benefit in any | 
invalidity legislation we might have in Canada would probably be about the — 
same as those in other countries which have disability benefits. Let us turn, — 
therefore, to other countries and see how many invalidity pensions in proportion — 
to their population they are paying at the present time. Well, you can take a — 
figure from there, turned into Canadian terms, ranging from 15 000 to 300,000. © 


If we had the same incidence as New Ventana has on invalidity pensions, . 
we would have about 71,000. If we had the same incidence in our population as — 
Australia has on invalid benefit, we would have about 132,000; Denmark, 141, 000; 
on the basis of the experience of Sweden, which has as I ‘should point out, a uni-- 
versal benefit and not a means test benefit, we would take in about 281 000. | 
Now, the only conclusion I can begin to draw from that is that we might find | 
ourselves taking care of a number ranging from 75,000 or 100,000 up to 150,000 or 4 
possibly 200,000. ‘These are perhaps the ranges within which we would be safe 
in estimating the total number of disabled persons in Canada who might be con- 4 
sidered for benefits. Then, you have the added complication of estimating how — 
many of those people would pass through a means test provision, the details of 
which nobody knows. I think the only figure that would be safe in talking about 
at all would be that under any conceivable means test program in Canada, 
approximately the same as, or slightly better than you have at the present time, 
you might have 100,000 persons on invalidity pensions. The cost of that, the 
gross cost of that without referring to any division as between the provinces ane 
the federal government, might run to $50 million a year. 


By Mr. Fleming: 


Q. Is the Dominion Bureau of Statistics in its census next year asking ior 
information of that kind?—-A. We are considering asking them to put something 
like that in their census but that is a very subjective thing because you have 0 
decide what is the definition of disability that you are going to give to you 
census takers and then t 1s a subjective report as to whether a person is an invalial 
or not. 4 

Now turning to other social security programs you would have to keep m: 
mind also the question of unemployment aid to those outside the coverage of 
unemployment insurance. There I have no figures that I can really give you 
I would simply recall that in the 1945 proposals the dominion undertook as part 
of those proposals to take the responsibility for the able bodied uninsured 
unemployed at benefit rates of 85 per cent of the unemployment insurance bene- 
fit rates. I can only give you as an index there, that for every 100,000 unem- 
ployed over a full year basis,—that has to be distinguished from 100, 000 
unemployed in any one month,—your cost for that kind of a proposal would run 
in the neighbourhood | of $60 million. No one can forecast how many there bike be 
but that will give you a measuring stick, perhaps. 

Then, you would have to keep in mind that group of the population thal at 
falls between the able bodied unemployed and your invalidity pension group 
You might call those the unemployable unemployed, and I can give you ther 


7 


R the figure that we have at the present time as to provincial and municipal expendi- 
; tures in that field which would indicate that for 1949 the current provincial and 
_ municipal expenditures are running between $13 million and $15 million a year. 
_ the time and the material at my disposal I think it would be extremely difficult, 
-, even with more time, to produce anything better than that. 

. The Cuarrman: That will suit the purposes of the committee; what you 
have given will suit the purposes of the committee, I am sure. 

3 Mr. Fuemine: Oh, yes; we recognize the fact that it will be difficult to get 
_ the exact figures. We all appreciate the effort Dr. Davidson has made to compile 
this material. 

Just, one further thing: I take it, Dr. Davidson, that you would prefer not 
to comment as to what are priorities in this—I mean the kind of question I asked 
of Professor Cassidy? You prefer not to? 

The Wirness: I could not do that, Mr. Fleming. 

Mr. NosewortHy: 1 want to ask a question on the Ontario situation. If 
- the Ontario authorities, or any other provincial authorities for that matter, were 
to segregate those old-age pensioners who are now in mental hospitals into two 
- groups, those who are mentally ill and those who are senile, and place those 
- who are senile in special wards for, let us say, geriatric treatment instead of 
- mental treatment, they would then comply with your regulations for old age 
pension.’ 

The Witness: We would certainly deal with any proposal from Ontario for 
an arrangement of that kind on exactly the same basis as we have dealt with 
_ the proposals now existing in other provinces. I cannot go beyond that because 
- it is a tricky proposition. But of this one thing you may be sure. There is no 

basis for the statement that there is any form of discrimination against any 
province so far as old age pension administration is concerned. We endeavour 
_ to apply the rules as equitably as we can right across the board. 


3 
4 By Mr. Ashbourne: 

4 | Q. Dr. Davidson has said there were relatively few cases, just a couple of 
~ hundred. How many provinces were concerned?—A. A couple of hundred what? 
Q. What you are talking about. 

(] 


By Mr. Knowles: 
Q. Those were the two hundred samples from Ontario?—A. Yes; the various 
provinces adopt different methods of assessing income from real property and 1t 
-was only in respect to Ontario’s former method of application that we thought 
these questions should be raised. 


By Mr. Ashbourne: : 
Q. Was it considered with regard to the other provinces?—A. It could not 
be because the other provinces were adopting different methods of assessing 
~ income from real property. | 


He d 
By Mr. Laing: 3 
é Q. But it would have the effect of giving different pensions in different 
_ provinces?—A. Of course it did that; but I would have to add in fairness that 

‘with a lot of our other regulations we do not take exception to it. The real 
point was that in our opinion at least it not only had the effect of giving differ- 
ent treatment in different provinces but it had the effect of nullifying pee! 
‘completely the regulation itself. We try to be as lenient as we can in allowing 
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~ I would like to be able to give you more accurate indications than those but with 
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provinces to interpret with a fair amount me seks But switen thie interpre- a 
tation carries to the point where the regulation does not have any effect or pur- ae 
pose, we try to do something about it. 4 
@. Under those circumstances I think the department should be compli- — 
mented in bringing it to the attention of the Province of Ontario, and I think | 
the Province of Ontario should be complimented in taking full responsibility for 4 
making a change. i. 
Mr. Knowxes:. Mr. Chairman, as this is our last session of record I think 
before we close there should be some word of thanks said to Dr. Davidson. 


The Cuarrman: That is what I was going to do. a 
Mr. Know.es: And to Mr. Willard, Mr. MacFarlane, Mr. Allen and so on. 
The CHAIRMAN: Yes. 

Hon. ‘Mr. Kine: And to the other officers of the department. 


The CHatrMAN: As this is the last public hearing I wish to join with my 
joint chairman and the members of the committee in paying a tribute to those _ 
who have helped us. We have received representations both written and verbal, 
from many organizations and individuals. Those whom we heard have helped § 
us to envisage our problem from all possible angles. Their knowledge of — 
economic and social matters will surely be of help to us in our deliberations. I _ 
_ wish to thank those who sent us representations in written form which have been — 
included in our reports. They also will have a bearing on the decision we shall — 
have to make. Moreover, those representations serve a useful purpose in giving - 
us an outlook on the general feeling in various parts of the country and among — 
various classes of the population. 

_ I wish to thank especially Dr. Davidson, Mr. Willard, Mr. MacFarlane — 
and their anonymous aides who have been very devoted both while sitting here — 
and while working at their offices. For example, there is Miss Waters, under } 
whose direction all the material was prepared in such a wonderful manner; and — 
there is Mr. Arsenault, the clerk of this committee who has devoted all of his 4 
time to us. I do not need to say how we appreciate his efforts. ] 

And I won’t forget the committee reporters who have done a difficult job 
at times and who have been very co-operative. I know that in a very special — 1 
way because I have gone over the transcriptions of the notes before they went 
to the printer every time, and I am in a position to appreciate just what they a 
have done. 

And I want to thank everyone. I want to thank each member of the 
committee for the co-operation he has given to both chairmen. We have avoided — 
any discussion of party politics in our sittings, and I for one am very grateful for 
that, and my hope is that when we close our doors and start in to work on our — 
report next Monday that the same spirit of co-operation will prevail among the — 
members of the committee, without regard to party lines. a 

Thank you. 


Hon. Mr. Krne: Mr. Chairman, ip would like to confirm all you have said 
and particularly to compliment you as chairman for the very able way in which 
you have conducted these proceedings and the manner in which you have at sit 
times handled the committee with fairness ret clarity, and dealt with many 
situations which were not too easy to control. I think, gentlemen, we owe very 
much to Mr. Lesage. a 


ee 
The CHAtRMAN: The committee will continue its sitting in camera. ; 


The committee continued in camera. 
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The Social Security Report was primarily A ot, with es out hee: a 
“considerations essential in a comprehensive approach to social security provi- | 2 
sions. It is still as necessary as ever to recognize that the particular range’ of 
"social welfare problems to which social insurance offers some of the answers— 
unemployment, sickness, disability, old age dependency, etce.—are interrelated — ae 
at many points. Piecemeal planning is liable to be inefficient in one or both | %, 
of two directions: (a) in the creation of anomalies in coverage of particular + 3 
groups of people, and (b) in the duplication of administrative costs. The parlia- 
Be ntary Committee may very well be handicapped in its approach if its attention — ee: 
is confined solely to old age pensions. In one country after another, it has boss 
eventually been necessary to take account of the interlocking character of what ule 
I have been called the “universal risks” (p. 106): more particularly, (a) disable- i 
ment and (b) widowhood, as well as (c) retirement, or old age dependency. — as i 
few relevant . considerations must therefore be mentioned even in this brief 
m emorandum, Habe: Fete: 
¥ A second point of general import must also be stressed at the’outset. It is still - 
ot sufficiently appreciated that an organized social security system, or any Be: 
f it, is an alternative to poorer, but still costly, ways of providing assistance to ee 
Pe orsons in need. The costs of dependency, of whatever type, are always met by 
| somebody ; and some of the costs are lowered health and morale. If we did not os 
have unemployment insurance today, there would be much more need than there 
. has been for expenditure on unemployment relief and various. kinds of “hand- 
outs”. Payments made under a health insurance scheme would, in part at least, — iy 
re place expenditures which would otherwise have been paid for drug store — AD 


oe 


r 
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“remedies” and inferior substitutes for skilled treatment, and for medical and if 
hos pital care late in the day which would have been more effective if Rae ae 
ha 1 been able to. consult doctors earlier. For old age security, considerations of 
this type, of course, are not closely parallel, though they have a place. The choice © 
of social insurance benefits versus charitable assistance, however, is a real es 7 
one. We must face for the future either an increasing volume of national BN by 
xpenditures on an indigence and charitable basis, or payments made without — Ry: 
means-tests, not damaging to self-respect, and straightforwardly administered | iy ip 
somewhat akin either to unemployment insurance or to children’s allowances. railge oat 
The biggest single fact about old age pensions is that Canada is committed - 
) paying some form of them for a substantial proportion of the population — ne 
anyway, and on an increasing scale in the future. One way or another— _ “a 


ay 
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efficiently or inefficiently—a proportion of the Canadian national income is 
g going to be devoted to the maintenance of the oldest section of our population. — 
f this fact is brought into perspective at the outset, it will put the issue- of 


| od in its proper light. nd 
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Recent Developments ; | iota re 

(Changes which have taken place since the Social Security Report was written | 
may be grouped under three heads. , fy 

(a) Recent revisions of the Old Age Pensions Act have liberalized the inter- — 
pretation of the means-test, as well as some of the residence and citizenship — 
requirements. The basic amount up to which the Dominion Government will ° 
contribute three-fourths of the cost is now forty dollars a month; and a number — 
of provinces (British Columbia, Ontario, Alberta, Saskatchewan, and Nova 
Scotia) pay supplemental amounts varying from five to ten dollars a month. — 
The essential features of means-test restriction still remain, however. ‘The 
amount of pension. received may be considerably scaled down, and combined 
allowance-plus-income may not exceed $50 a month. The practical conditions — 
of eligibility are not as close to proof of near-destitution as they originally © 
were: but the status of the pensioner is still clearly that of an applicant in ~ 
need. The adjustments in the basic rates are not based on an assessment of — 
what is an adequate maintenance standard, but are primarily a recognition of | 
the fact that the cost of living has risen substantially, (87-5 per cent since — 
1943, or 44-5 per cent since 1941). ol 


(b) Among developments which are of significance for social security plan- | 
ning in general is the establishment of a Welfare Division in the Department of @ 
National Health and Welfare, and of a Department of Welfare in one form or 
another in most of the provinces. The administration of old age pensions has\in — 
most areas now been moved from the anomalous bodies, such as Workmen’s © 
Compensation Boards, which have hitherto handled the payments. The insti- — 
tution of children’s allowances as a nation-wide system, universally available — 
without a means-test, has no direct bearing on the improvement of old age 
security measures (though it is relevant to widows’ pensions and disability — 
pensions) ; but the contribution which it makes to the possibility of building a_ 
well-coordinated, “streamlined” social security system is a large one. There has ~ 
also been a substantial growth in the experience and coverage of unemployment 
insurance administration (including the adjudication of claims). Ml 


(c) A new importance has been given to retirement schemes organized on an 
industrial basis, by their advent as one of the possible issues put forward by 
trade unions in collective bargaining, and the actual implementation of a scheme 
in one Canadian instance following wage negotiations. This development has_ 
gone much further in the United States. a 

Evidently, there are three alternative ways of moving towards old age 
security receiving attention in the post-war world: extension of existing pensions, 
the development of a social insurance system, the encouragement of industries 
to “make their own provisions’—or perhaps, of course, some combination of 
them all. Sr 

It will help to take the last-named first. I might at first seem that this” 
new trend should be welcomed as the simplest answer to the problem. If every 
industry can make retirement provisions for its “own” workers, would this not 
take the pressure off the government, permit flexibility and adaptation to differ- 
ing conditions, ensure some financial contribution from employers? There is 
little ground for such optimistic expectations. “a 

The number of industrial schemes in Canadian establishments (quite apart 
from recent ones instituted as part of the wage bargain) has increased notably 
in recent years. The best available information when the Social Security Report 
was written related to around 1938: an up-to-date survey has since been made by 
the Department of Labour, and the Department of National Health and Wel- 
fare.1. This makes quite clear that industrial coverage is still very uneven, and 


1, See “Pension Plans in Canadian Industry”, Labour Gazette, April, 1950, pp. 443-453. ‘ 
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that even in industries with schemes many workers may be left out or ineligible. 
Railways and banks are the exceptions, not the rule. Taking all wage and 
salary earners together, as much as three-quarters are not covered within their 
“own” fields of employment. The unskilled and the weakest-organized would 
have least chance of gaining protection in this way; and this road leads to no 
solution at all for farmers and others who are gainfully ocupied in non-industrial 
pursuits. 4 


Nor is coverage the most important point. The increase of industrial 
retirement plans will intensify the reluctance of employers, already very evident 
in the labour market, to take on men who have reached the older age groups. 
At the same time, not all workers will relish the thought that they must remain 
“tied” to one industry for a lifetime in order to realize their pension. Unless 
arrangements can be worked out by which employees who leave a firm can take 
with them or compound their pension rights (a very unlikely possiblity, in view 
of the variety as well as the integrated group type of many schemes), mobility 
will become increasingly restricted. 


There are other aspects, such as the incidence of costs, which raise further 
questions; but these are enough to clarify the main issue. Industrial and com- 
mercial schemes (and for that matter, individual savings, insurance, annuities, 
etc.) which are supplementary to a basic general pension are one thing: reliance 
on them to provide a self-sufficient substitute is another. By the same token, 
it is a mistake to regard the advent of union welfare schemes as removing the 
need for government plans: it is the failure to implement and expand governmental 
plans which has called forth the union action in this new form.+ 


A “Basic Unit” Contributory Scheme 


Until this new development appeared on the industrial scene, it could be 
said that private schemes would help some of the more favoured (and regularly 
employed) groups towards adequate superannuation, but would leave a great 
majority of wage earners unprotected. At the other extreme, old people 
without any savings (or who had lost them through other misfortunes) would 
have the means-test pension, or “straight” social assistance. The primary task 
was still to provide for the great number “in between’. (It must never be. 
forgotten also that farmers and other non-wage-earners can only be covered 
through “universalized” methods). If industrial pensions on a much wider 
scale are also to develop, however, the need to cover the middle area with some 
form of “basic-unit” pension is reinforced rather than weakened. It 1s easier, 


‘not more difficult, to plan social insurance for people who have some small 


modicum of savings on which they could manage if they were added to a basic 


pension of which they could be sure. 


Such an understanding would enhance thrift, not discourage ib. Lie 
exactly what many of those who oppose “social security” in the abstract would 
agree is desirable. And it 1s of course the very reverse of what happens under 
the means-test principle. The possession of some property or savings, besides 
being a disadvantage in terms of eligibility, swbstracts from the allowance 
receivable. 

Yet if nothing is done to provide a true social-insurance pension, the pressure 
for further liberalization of the existing Dominion-provincial pensions will be 
irresistible. For the men and women over 70 at present In receipt of them, who 
are never likely to benefit under a new scheme, this may well be desirable. But 


is signl i indsor automobile industry, the Canadian example 
Teh area o1 ride toate ll have urged a full pension, as compared with the 


T he Unite J A’ 
ae olen Homanded by the American branch of the union, because (as compared with 


the provisions of the Social Security Act) no overall pension exists in Canada. 
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the existing pensions, which are really social assistance allowances on a means- — 
test ‘basis reserved for a particular age-group, are not suitable for extension to — 
larger and larger numbers of people. What is needed is a new system which ~ 
can make some provision towards the period when employment is no ance a 
possible, which can be free of any stigma of charity, and which preferably shall — | 
be a nation-wide scheme suitable for all Canadian citizens without regard ton . 
the part of the country in which they happen to live. a 


Advantages of Flat-Rate Scheme 


It is the great merit of a flat-rate benefit and contributory scheme that iim 
can serve this purpose with least administrative difficulty. As ‘between this § 
and the graded retirement benefits, scaled according to wage rates or differential — 
contributions, there is added experience, particularly from the United States, to — 
suggest that the advantages which seem to attach to the latter are gained at — 
too great a cost. It 1s true that, in the light of the enormous complexity of the 
records required under the American scheme, the statistical and administrative — 
task has been remarkably well handled. The fact remains that a graded scheme, — 
or any other scheme which requires complete records of each individual — 
contributor’s payment history, involves heavy administrative costs. If they can — 
be avoided, this means the release of hundreds of thousands of dollars, maybe 
millions, which can be used for benefits. What is also significant is that the — 
total coverage of the American scheme is still very far from adequate. This is — 
partly because Congress has blocked repeated efforts to have the original — 
scheme of the 1935 Act extended; but it is also because of the inherent — 
difficulties of the graded scheme ‘which sets up income and employment — 
categories. A recent estimate is that at least 25 million people are not covered; ~ 
and amendments now ‘being considered would provide at most for ten million | 
and more probably for only five million. Worst of all, the coexistence of two | 
schemes—the preceding old age assistance provision (improved with fedora 
subsidy) along with the retirement aid survivors’ benefit scheme, hedged with — 
qualification restrictlions—has been strengthened rather than eliminated. People — 
who for various reasons have not qualified have no recourse but state and local 
assistance. Actually, more expenditure goes in assistance pensions than in ie 
social security benefits, at the present time. me 

The path of progress is clearly to devise a method which will ine every= 
body under a contributory system as rapidly as possible, and which will ensure 
at least that the charity pensions do not increase. : 7 a 


» 
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Advantages of a Contributory System 


No doubt, arguments will continue to be advanced in favour of a completely» 
non- contributory s system. Apart altogether from whether it is claimed that one | 
group or another (industry, the government, employees, etc.) is specially ‘ 
responsible, in purely financial terms it can be arated that the money will come 
from substantially the same sources in the long run, whether a pay-roll tax or 
general state revenue is the source. However this may ‘be, there are still | 
substantial practical reasons in favour of a contributory scheme. As already — 
put forward in the Report, this is particularly true if the scheme is universal _ 
in application (1.e., for all gainfully- occupied persons) and, preferably, on a 
flat-rate scale oe as low. as is reasonably possible. i 


(a) Individual contributions on a nation-wide scale are an aid in the 
fund-raising which cannot be ignored in view of the large dimensions of future’ 
pension expenditure. The proportion may be small at first, but it: could grow 


J 
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steadily. It would seem realistic to face the fact that there is no possibility of 
_ putting national pensions on a completely “pay-as-you-go” basis for some time; 
_ but an immediate contribution toward this objective would be a constructive step. 
__(b) Contributors, i.e., all employed citizens, gain an interest and a right to 
_ participate in the scheme which does not come as effectively in any other way. 
_ Again, far from weakening incentives (in this case, to make some provision for 
: old age), contributions are a form of organized thrift. The corollary, it should 
be noted, is that some organization must be built into the contributory insurance 
- Scheme to provide for the fair adjudication of claims, on the model of the tribunal 

provisions now established in the Unemployment Insurance Insurance scheme. 
_ Properly developed, these add to the democratic features of the system as a whole. 


(c) The distinct contributory element in the total fund (and annual pay- 
ments) removes much of the political objections which might otherwise attach to 
large disbursements from government funds. Actually, a combination of indi- 
vidual contributions and general tax revenue is an equitable compromise. Finan- 
cing based on flat-rate assessment alone would not be fair to the lowest income 
brackets: like the sales tax, it is regressive in effect. Tax revenue however, since 

a large part is derived from income taxes and corporation taxes, draws from the 
upper-income groups in graded relation to their capacity to pay. 
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_ A Method of “Dovetaling” | 
Still in pursuit of the objective set forth above, the most critical decision 
- concerns the method of relating the two schemes, the new and the old. The 
quicker the newer one can “take over”, the quicker will be the release from the 
' handicaps and stigmas of the means-test. 
| Three alternative routes have been set out carefully in the Social Security 
Report (pp. 76-78). It will be evident from these that no method is free of 
‘difficulties or compromises. It is possible to add, however, that the “qualified 
- benefit”? method is the most likely to multiply complications if any attempt is 
made to interpret rigidly the number of qualified contributions which must 
precede grant of a pension. The New Zealand method of “qualified contribu- 
tions” (p. 72) would undoubtedly be the simplest, and some adaptation of this 
principle should not be rejected without careful consideration. If it is not 
accepted as feasible, however, there is everything to be said for a simple way 
of bringing into the new scheme persons of eligible age (65 or thereabouts) within 
the first five or ten years of operation. The aim should be to move rapidly 
towards universal coverage. This would be possible with the least administrative 
difficulty if, for example, persons aged 65 could be credited with five years’ con- 
tributions, on the assumption that if the contributory scheme had been in oper- 
- ation they -would actually have paid these contributions. A variable scale, 
worked out on this principle, could be applied very simply; and it would be the 
‘quickest way of removing the need to retain a “limping” non-contributory scheme 
‘side by side with the new one. 


eae 


Desirable Modifications 

(a) Bonus for Postponed Retirement 3 
The principle that there should be an incentive for persons to postpone the 
‘acceptance of a pension—in other words, to continue employment and self-sup- 
port as long as possible—has become well known since the publication of the 
Beveridge Report; and its desirability is argued equally strongly in the Social 
ecurity Report. It would be consistent with the liberal approach of the pro- 
vision previously suggested, to put substantial emphasis on postponed retirement 
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provisions. A scale ae as the followings which would also recognize sane 
principle, namely, that dependency may come earlier for women, makes this 
clear. 


Age of Application Monthly | A 


Pension 
Man Woman 

$ 
65 60 45 
66 61 47 
67 62 49 
68 63 51 
69 64 53 
70 65 55 
71 66 57 
72 67 59 
Ge 68, etc. 60 


In order to preserve the idea of the “basic rate”, it would be desirable to — 
refer to the pension as, e.g., $45 plus deferment bonus of $4, and so forth. 


(b) Earlier Eligibility | 
A great many social assistance allowances are being paid today to persons — 
aged over 65, and over 60, who will qualify for the present (Dominion-provincial) — 
old age pension when they reach the age of seventy, yet whose physical status 
and working capacity will not be greatly different then from what it is now. a 
There are others who would qualify for a total disability pension if such pensions — 
existed: their real problem is disablement, which is irrespective of age. It is_ 
illogical that they should only qualify for a “pension” at 70, or even for a 
contributory old age (or retirement) benefit at 60 or 66, if this existed. 
Meantime, however, these two classes of persons will be dependent on public 
support in some form, probably provincial and municipal. 


A contributory pension which was available at an earlier age (say 60), 
therefore—and, equally, one which was coupled with provision for total disable 
would not mean all new expenditure. The net pensions bill would of course 
be larger, but part of the payment would represent a transfer of aseishanl 
burdens from provincial and municipal sources, to the Dominion treasury (and 
a minor proportion to payroll taxes). There is not much doubt that this is a 
fiscal improvement; and the removal of the means test is even more decidedly 
an administrative and welfare improvement. a 


If a disability pension is to be included, it would of course be necessary 
to add an appropriate amount to the combined contribution for the ‘ ‘universal 
risks”, The translation of retirement or disability pensions into survivor’s 
benefits is referred to in the Social Security Report (p. 98). All of this 
is comparatively simple if a flat-rate scheme is accepted. . 


Implications of a Uniform “Basic Rate” 


A completely different level of prices arrived at since the removal of price 
controls in 1946 clearly makes all figures of minimum standards subject to 
revision. The up-to-date study made by the Toronto Welfare Council : 
obviously relevant in this regard, and will undoubtedly be referred to in other 
representations. It may be helpful, however, in this memorandum to reiterate 
the advantages which would accrue from a comprehensive scheme even if the 
basic rates should for some time fall short of an adequate maintenance standard. 

(a) It requires a certain shift of focus—though a very desirable one—to get 
away from thinking only of pensions intended for people who will be completely Ly 
dependent on them, and without any resources of their own, to pensions whigl 


OLD AGE SECURITY 1279 


7 


4 will be a nucleus amount, available for everybody, regardless of their savings 
and other resources, and which is capable of supplementation in a variety of 
ways. The principle is not as innovatory as it may sound. It has already been 
; applied, in effect, in the form of children’s allowances, to every family in Canada. 
7 Pensions would be supplemented in practice in a variety of ways: (a) By 
_ private insurance and annuities, etc. by the upper income groups who are 
normally able to make such provision: at the top levels the pension (like the 
- children’s allowance) might be insignificant, but for many white-collar earners 
it might well make the difference between adequacy and inadequacy of retirement 
income. (b) Wage earners (a growing majority in modern Canada) would 
still have much to gain from industrial pension plans, without feeling the 
necessity to push them to maximum limits. The fact that a majority of industries 
have no retirement programs would be less of a vacuum than it is at present. 
Those plans that provide an inadequate superannuation (there are still many 
of these) would be strengthened. Over and above all this, there would still 
be plenty of room for individual savings, insurance, and other forms of provision 
for the future. (c) For those who reach the end of their employment years with 
only meagre resources, they would at least receive, without the necessity of 
means-testing, this basic pension; and they would have no prohibitions placed 
on their securing other earnings in any form. The penalizing of small-scale 
thrift which exists at the moment, to say nothing of the manipulations and 
_ subterfuges which go on preparatory to reaching age 70 for many needy persons, 
~ would be eliminated. On the whole, the task of social agencies, governmental 
or private, would be easier. Unquestionably, the need for Welfare Departments 
and private social welfare agencies will not be removed. But they would be 
able to turn increasingly more to supplementary aid, and constructive services 
of various kinds. 


a (b) It is not possible, through social security benefits alone, to equalize 
i all differences of living standards, whether between classes, occupational groups, 
or regions. Much of this must be tackled in other ways. There is one thing 
- a comprehensive social insurance system can do, and particularly because it is 
- to be administered as a Dominion Government scheme: it can stress universality 
q and broad equality of benefit rights. If the social insurances are to avoid many 


ja 
' 


of the objections which come from charitable and social assistance allowances 
on the one hand, and on the other, from attempts to model social security 
benefits on private insurance (as in the United States), they must aim at pro- 
viding a basic nuclear ‘amount to all citizens for the “universal risks”. Even 
} if the amount possible at present is inadequate taken by itself, this 1s much 
better than trying to legislate for a more substantial amount restricted to only 


regulations which are costly to administer, and which in spite of all this still 
leaves some persons wholly dependent on “relief type” assistance. 


a proportion of the total population in need, which becomes complicated by 
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for the part it has played and the lead which it has given in granting pensions 
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APPENDIX “B” 


MINISTER OF HEALTH AND WELFARE 


PROVINCE OF BRITISH COLUMBIA 


JUNE Ist, 1950. 


Jean Lesacn, Esq., M.P., 

Joint Chairman, 

Joint Committee of the Senate 

and the House of Commons on Old Age Security, 
House of Commons, 

Ottawa, Canada. 


Dear Sir: Since my recent appointment to the Portfolio of Health and © 
Welfare in the Government of British Columbia my attention has been drawn — 
to the correspondence between the Joint Parliamentary Committee on Old Age af 
Security and this Department. I have noted in particular your letter ot 
April 28th addressed to Mr. W. E. Griffith, Deputy Minister of Welfare fom 
British Columbia. x 
I think I should draw to the attention of your Committee a Resolution 
concerning National Contributory Pensions which was passed at the 1950. 
Session of the Legislative Assembly of British Columbia. A copy of this | 
Resolution is attached. I trust that it may be of interest to your Committee, 
. If you consider that my Department can help your Committee in any A 
way oye do not hesitate to call upon me. | 


Your very truly, 


resend) A. D. TURNBULL, 


Minister. 
Encl. 


RESOLUTION 


i hi 

And whereas it is reasonable and necessary to improve conditions for 
our senior citizens: bg 
Therefore be 1t Resolved, That this House request the Government con- 
tinue its efforts to have the Green Book proposals in respect of national cor 
tributory pensions brought into active and early consideration during the forth- 
coming Federal-Provincial conferences with a view to effecting permanen me 
solution to the matter of providing for all Canadians who, through age, illness Ss, 
or other incapacity, are unable to provide for themselves: i 


And be it further Resolved, That this House commend the Government 


higher than those provided elsewhere in Canada despite the fact that this 
Province has a higher percentage of aged people and a consequent higher 
cost of social security than any other part of the Dominion. 


Amendment agreed to. 4 
Motion as amended agreed to. a 
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; APPENDIX “C” 


\ 


SUMMARY OF THE MINORITY REPORTS OF THE HOUSE COM- 
MITTEE ON WAYS AND MEANS ON CERTAIN PROVISIONS OF 
H.R. 60001 


(Research Division, Department of National Health and Welfare, May, 1950) 


This memorandum summarizes the basic views? and general supporting 
statements of the ten members of the House Committee studying the Social 

- Security Act Amendments of 1949 (H.R. 6000), who signed the main Minority 
- Report and, in addition, the views of Representative Karl C. Curtis who dissented — 
from the Minority Report, although agreeing with the major findings. 


IT. Marx Minority Report 


1. General Position of Minority Members 


¥ The Minority members opposed certain provisions of the bill while agreeing 
_ that the coverage of O.A.8.I. should be broadened and the amount of benefit pay- 
ments increased. Their opposition was, in general, based on the belief that the 
_ proposed amendments would add to the “huge and pyramiding cost” of the 
- social insurance program, and that certain provisions of H.R.6000 were incon- 
- sistent with the fundamental principles of social insurance. 


: The following quotations from the Minority Report illustrate the basic 

- minority viewpoint on the question of compulsory social insurance: 

“In our opinion, he purpose of compulsory social insurance is to 
provide a basic floor of economic protection for the individual and his 

4 family and in so doing to encourage and stimulate voluntary savings 

G through personal initiative and ambition. It should not invade the field © 

ie. historically belonging to the individual. 

We believe that such a form of compulsory social insurance which 


y- unnecessarily takes from the individual funds which he would invest or 
Ms otherwise use for completing his own security is incompatible with our 
Be free-enterprise system. Accordingly, we do not conceive it to be a proper 
o function or responsibility of the federal government either to compensate 
il individuals for all types of losses in earning capacity or to provide a scale 
of benefits which pay substantially higher amounts to those with higher 
sy income. . 

we We believe further that if this vast program is to fulfil its social 


objectives, the most important factor is to restrict the burden of its 
pyramiding character within an amount which the economy can bear. 
This is so because in the final analysis the basis of all security 1s a 


ura Ios - are 
ee a 


1 Information requested by Mr. Fleming and Mr. Croll, May 4, 1950, p. 386, Minutes 

of Proceedings, Joint Committee of the Senate and the House of Commons on Old Age 
Security, April 1950. 
u 2The Minority views with regard to Public Assistance, other than assistance to the 
permanently and totally disabled, are not discussed in this memorandum. In general, they 
‘approved the bill’s major provisions but opposed the new matching grant formula on the 
grounds that it would reduce, the incentive of the states to provide adequate assistance 
payments, it would turn O.A.A. away from a public assistance program, would encourage 
an increase in case loads, and would lend impetus to the shifting of a state responsibility to 
_ the Federal government. 


i 
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productive economy, and the burden in any one year of the mounting cost 
of this program will have, in the main, to be paid for out of the production — 
of the goods ‘and services which the system seeks to distribute..... 1s 


2. Recommendations 

(a) Coverage 

(1) Domestic Service | ; . 4 

The Minority Report recommends a broader coverage, with respect to workers _ 
in domestic service, than that proposed under H.R.6000. The Bill restricts — 
coverage to services in non-farm private homes, and to workers employed 26 
days or more in a calendar quarter by one employer and paid cash wages of | 
at least $25 for services rendered in the quarter. It has been estimated that — 
coverage under H.R.6000 would include 800,000 and exclude 900,000 in this 
category. The Report pointed out that the requirement regarding the number 
of days of employ ment for a single employer favours regularly employed — 
household workers and discriminates against those who work for more than — 
one or two employers each week: It is suggested that coverage should be extended — 
to all household workers who work at least one day a week for an employer for — 
six days in different weeks of a calendar quarter. This test of regular employ-— 
ment would, it was contended, impose no greater burden on the housewife ~ 
than the coverage provisions of ELR. 6000, and would afford protection to those 4 
workers who most need it. 


Our recommendation for realistic coverage to household workers is | 
predicated on the assumption that a simple and feasible method of © 
collecting the necessary taxes from the housewife is effectuated lby ae 4 
Treasury Department and the Federal Security Agency. 4 
(11) Teachers, Firemen, Policemen 4 

The exclusion was recommended of teachers, firemen and policemen who 
are already covered under their own retirement and pension systems, based on ~ 
the belief that the retirement systems covering these workers are better adapted . 
_to their needs than the broad social security program; and that their retirement 
payments are greater and can more easily be adjusted to changing needs through: 
local and state action. 


It would in our opinion be a mistake to take any action which mio | 
jeopardize these existing systems to which contributions have been made 
over long periods of time.® ‘i: 


(b) Nature of Benefits E 


The Report recommended elimination of two types of insurance benefits, one 
of which, the disability insurance benefit, is newly proposed under H.R. 6000. } 


Elimination of the Lump Sum Death Benefit. H.R. 6000 would reduce the 
lump sum death benefit under present law from six times a worker’s primary 
benefit, payable only when no survivor is immediately eligible for. monthly 
benefits, to three times the primary benefit amount payable at death, regardless 
of the benefit rights of survivors. In the Minority Report this amended provision 
was regarded as inconsistent with the original intention of the Social Security 
Act, i.e., to provide some equity to those ineligible survivors of workers who had 
made some contributions to the system before death, but had not attended any 
insurance status upon death. Further, the lump sum death provision. unde r 
H.R. 6000, was considered an improper federal encroachment into. the me of 
funeral benefits as offered by insurance companies. ie 


1Committee on Ways and Means, House of Representatives (81st Congress, Ist Séaeig n), 
Social Security Act Amendments of 1949, Report to Accompany H.R.6000. Washington Gor 
ernment Printing Office, 1949, p. 15 ore 

2Ibid. p. 163. ae 

3 Ibid. X ; a3 
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Provision of Disability Insurance Benefits. The Report urged the extension 
of existing federal grants-in-aid programs to assist the states to aid permanently 
idle totally disabled persons who are in need; this was considered the basic 
; approach to the problem. This minority contention is supported by the minority 
estimate of the maturig cost+ of disability insurance, as shown in Table 1 
_ below; by the difficulty of reaching valid and realistic estimates of cost, by the 
belief that decisions regarding a worker’s “inability to engage in any substantially 
- gainful employment”, are necessarily based in practice on non-objective criteria; 
and by the fact that the partial duplication of disability benefits with those paid 
~ under Workmen’s Compensation would then be eliminated. 


a TABLE I 
, : : 
4 Estimated Cost of Permanent and Total Disability Insurance under H.R. 60001 
5 
; 
a Calendar Amount Percentage Calendar Amount Percentage ¢ 
7 Year of Pay Roll Year of Pay Roll i deg 
: $ $ . 
4 MRM occ ae PAN ses ogs'y cls te 1980 1,100, 000, 000 0-8 
1955 300, 000, 000 0-3 1985 1,100,000, 000 0-8 
he 1960 700, 000, 000 0-5 1990 1, 100,000,000 0-8 
1965 1,000, 000, 000 0-7 1995 1,200, 000,000 0-8 
- 1970 1,100,000, 000 0-8 2000 1, 200, 000, 000 0-8 
si 1975 1, 100, 000, 000 0-8 


Report on H.R. 6000, Table 1, p.165. 
(c) Caleulation of Benefit Amounts 
(i) Wage Basis ; 


; The provision of H.R. 6000 which would increase from $3,000 to $3,600 

- the present wage base, on which tax contributions and benefit amounts are 
ealculated, was opposed on the grounds that: such an increase would favour 

a worker near the retirement age, as the additional benefits gained would far 

© exceed the value of the additional taxes he would pay on the extra $600 of 

_ wages; the taxes paid by younger workers earning $3,600 would increase by 

- 20 per cent and their eventual benefits by only 74 per cent a month; the ability 

of those earning over $3,000 to purchase additional security through individual 
- arrangements would be reduced; and employer-employee pension plans would $y 
_ tend to use a lower level of benefits. 


- + ‘The Members considered the proposed increase in the wage basis as bringing i 
into sharp focus a basic conflict in the conception of the purpose of the =. 
- compulsory social insurance system. 
7 “This conflict is whether the system should serve to afford economic 
protection at a basic level appropriate for those least able to provide fore is ce 
their own security, or whether it should now be expanded into a national x 
retirement system of high benefits as a relatively complete means of 
furnishing retirement and survivors’ benefits without any need for supple- 
mentation by the individual.’’? 

(ii) Yearly Increment ‘ 


a The elimination of the automatic increase (now one per cent, reduced to 
one-half per cent by H.R. 6000) in benefits for each year of coverage was 4 


1 imin cost estimates acepted by the minority Members are somewhat higher 
than thee EE 8 pera ener aah by the eae Committee. | For_ example, the estimated costs 
"reported by he House Committee rise from $236 million in 1955 to $870 million in the year | 
2000, as compared to the figures given in Table I. ey, 

2Ibid. p. 159. : 
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recommended. This additional “increment” was opposed because it was believed — 
to discriminate against the older worker first entering the system, and those — 
with a work history of broken employment, i.e. ‘those less able to provide for | 
their own security.” In addition no justification was seen for a provision which 
committed future generations to an increasingly higher level of ‘benefits. It © 
was believed that the provision of the so-called “continuation factor’ in the — 
bill provides a method by which benefits are reduced pro rata for time spent — 
in uncovered employment. a 
(iii) Average Monthly Wage 4 
To obtain a better estimate of wage loss due to retirement, it was — 
recommended that a worker’s ‘average monthly wage” ‘be calculated on the — 
basis of his best ten years of consecutive employment. This would eliminate — 
those wages earned in early apprenticeship years or years of lower pre-war — 
earnings. The recommendation would offset the double reduction in benefit — 
amount caused by the pro rata reduction for years in uncovered employment, — 
and the inclusion in the wage record of years of relatively low earnings. In © 
addition the recommendation introduces into the basic program an automatic 
mechanism which will tend to adjust future benefits to existing price levels. 


3. Conclusion 
The Cost of H. R. 6000 


‘ 

At present the annual costs of OASI amount to about $600 million expended 
on benefit payments and about $50 million on administration. According to the — 
Committee’s actuary, the intermediate benefit costs would rise under H. R. 6000, © 
from approximately $1-3 billion in 1950 to $11-7 billion in the year 2000. Such — 
expenditures would represent 1:1 per cent of estimated payrolls in 1950 and © 
8-1 per cent of payrolls in the year 2000. In attempting to determine whether — 
such future expenditures were financially feasible, the Committee studied 
estimated costs of existing and recommended federal social-security pension, 
health and welfare programs, exclusive of veterans’ program. Such estimated — 
expenditures totalled $6-4 billion in 1950, increasing to $29-5 billion by the 
year 2000 on the basis of low estimates; the high estimates ranged from— 
$7-6 ‘billion in 1950 increasing to $41-3 billion in the year 2000. a 
The Committee commented that these future costs are costs for which 
commitments are being made today, and the Government, in underwriting the 
system, is marally and politically obligated to supply the necessary cash to. 
meet these costs. It must meet these obligations through taxation or borrowing 
or a combination of the two. In conclusion, the Report quoted an authoritative — 
statement on the increasing costs of social welfare and defence in England which 
emphasized the fact that taxes could not ‘be reduced while social welfare costs 
increased and that a large budget and high taxation would thus necessarily 
continue in the future. 


Il. ApprrionAL Minority Report or REPRESENTATIVE 
Karu T. Curtis on H..R. 6000 ; 


Representative Curtis, a Republican member of the House Committee on 
Ways and Means, dissented from the majority findings of the Committee with 
regard to its recommended amendments to the Social Security Act. While 
concurring in the major portion of the findings of the Committee’s Minority 
Report, he expressed certain additional views which were supported by Repre- 
sentatives N. M. Mason and J. W. Byrnes, who also signed the minority report 
but basically subscribed to the views of Representative Curtis. Their views 
are summarized below. 9 Ae 
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~ General Position 

The OASI program “Is a grossly unsound and ineffective tool for the social 
security purposes it attempts to accomplish”.! The mere extension of coverage 
or revisions in the benefit formula cannot bring about significant improvement. 
_ The fundamentals of the program should be objectively re-examined, and if 
_ drastic revisions are indicated, they should be accomplished, even if such revision 
- requires the complete abandonment of the basic concepts of the present program. 


7 
, 


; Major Limitations and Necessary Revisions 
: 1. The OASI program fails to provide automatic benefits for the majority 
_ of persons now in need. 
‘ The younger population will achieve insurance status by retirement age, 
- put of some 10-7 million aged persons (5-2 million men, 5-5 million women) 
_ only one third of the men and one fourth of the women are at present insured. 
‘ Many in this group will not accept Old Age Assistance and its needs test provi- 
_ sions. Aged persons now eligible for insurance benefits are the more relatively 
: well-to-do, since they have long work histories or are still working. Thus the 
_ insurance program has failed to take care of those older persons for whom its 
_ benefits should be primarily available. Extension of coverage will not assist 
_ the aged at present unemployed and in need. | 
a The proposed disability insurance benefits under H.R. 6000 are unsound, 
; costly, very inequitable and unjust. Criticism was based mainly on the fact that, 
as with the present numbers of needy aged, disability insurance will not meet 
- the needs of those at present disabled and under 65, nor those younger persons 
: who by reason of permanent conditions will be unable to enter the labour force; 
: only public assistance will be available to this group under the proposed program. 
} What is required is the development of a program offering “automatic 
benefits”, that is, benefits available without a needs test, to supplement a wage- 
_ record insurance program. To those who would criticize the idea of paying every 
citizen an old age benefit it is pointed out that under the present program “we 
_ are now paying a privileged few, some of whom are independently wealthy, 
q amounts that are many times more than what they have paid in. Under our 
old age assistance program, ...one state has now on the assistance rolls eight 
4 out of every ten of its inhabitants over 65 years of age. Every taxpayer in the 
- country is helping to carry these loads’’.* 
y 2. The OASI program fails to make the most advantageous distribution 
possible of the funds at its disposal. 
ra The present concept of relating the amount of benefits to the worker’s former 
_ wage does not wisely distribute the necessarily limited funds available for social 
it security. This concept has been rationalized on the grounds that a greater 
- wage loss is suffered when a higher-paid worker dies or retires. It ignores the 
- important fact that the higher-paid worker should be expected to accumulate 
_ far greater resources with which to supplement his social insurance benefits 
_ than the lower-paid. “A social security system, subsidized as it is intrinsically 
- from public funds, should not be the medium for continuing the high-paid 
B worker's differential in living standard over that of his lower-paid fellow 
citizen.” 
a The variable benefit concept has been supported by the claim that it: reflects 
geographic differences in living costs. In fact, benefit payments will show 
much greater variation within almost any fair sized town than variations in 
benefit averages between different towns or different parts of the country. It has 
‘been well established that variations in average expenditures between one 
locality and another reflect variations in living standards much more than they 


1JTbid. p. 178. 
2Tbid. p. 175. 
SIbid. p. 176. 
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do variations in living costs. To the extent that an individual’s need for higher — 
benefit is due to genuine local variation in living cost, it is the function of his own — 
community or state, whose increased living cost is matched by increased fiscal — 
capacity, to make up that benefit differential by means of state financed public 
assistance, and not the function of the nation-wide social security program. 
The benefit differential cannot be justified on the grounds of individual — 
equity. Under the proposed Bill, the worker with an average monthly wage of — 
$250 receives a primary benefit $16 greater than that received by a worker 
steadily employed at $100 a month. Yet, less than $2.47 differential in primary 
benefit amounts can be justified actuarially by the higher contributions of the — 
higher-paid workers. Even in the long run, under the higher contribution rates. 1 
of H.R. 6000, it is doubtful whether the differential in employee contributions — 
will ever justify the differential in benefits between the lower-paid and the 
higher-paid worker. “While it is true that the higher-paid worker derives a _ 
benefit which is lower relative to his previous earnings than that of the lower- 
paid worker, and also that the higher-paid worker pays a larger relative share 
of the cost of his benefits than does the lower-paid worker, the important fact — 
is that the higher-paid worker derives a greater dollar profit than the lower-paid 
worker”.+ A system of uniform benefits would remove these and other inequities — 
and correct this socially adverse distribution. 


3. There is lack of provision for flexibility in adapting OASI benefits to — 
future economic and social changes. 

The proposed benefit-formula revision will be only a temporary expedient — 
in view of the constantly changing levels of prices and wages. If these levels q 
fall substantially the benefit-wage ratio could be “disastrously high both — 
socially and economically”. The probable long upward trend’ of wages and price 
levels will demand further and continual adjustments in the benefit amounts for 
many years, particularly regarding benefits payable to those already on the — 
rolls. This clearly points to the “absurdity of basing benefits on wage histories” _ 
and the inability of a social-insurance system to presume to meet the social — 
needs of the future on the basis of records of the past and present. A considera- _ 
tion of various other economic and social factors indicates the inflexibility of the 
present program; such factors include the probably increasing age of retirement 
the social and political conflict of those receiving insurance benefits as against — 
those receiving needs test old age assistance of a like arnount, and the binding © 
of future generations to pay “untold billions” in perpetuity, with no real knowl- ; 
edge of the adequacy of future payments or what the taxpayer can afford to pay 
at that time. q 


a 


4. OAST lacks a sound financial structure. ; 
The effectiveness of the program in the future is limited in that no definite 


program is new”.2 In addition the proposed contribution rates are so small 
that actual costs are not met even with respect to the younger workers now | 
covered, for whom contributions will be paid through their working life time. 
The present tax structure is highly regressive and the incomplete coverage not 
only ofthe working population but of those now old, disabled, or orphaned, 
means that the cost of employer contributions and eventual government subsidy 
is borne by those who cannot benefit from the program. . 
1 Tbid. p. 176. 
2Tbid. p. 179. 
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The present benefit costs are now underfunded but to adopt a method requir- 
ing contributions of the level actuarial type would be a political impossibility, 
and even if achieved would have the adverse effect, that in the early years of the 
_ program much more would be taken out of the nation’s economy -than would be 
_ put back into it in the form of benefits. 


y 


{ Another objection to a program in which the number of beneficiaries is much 
smaller in the earlier years than in the later years is that, regardless of what 
financing method is adopted, there would be an uncontrollable tendency towards 
undue liberalization of individual benefit amounts. With only a relatively small 
number of present beneficiaries and with disbursements far below receipts, only 
the immediate future can be assured; the tremendous future cost, when a much 
larger number of persons are involved, is apparently not considered. 


: A realistic program must be established in which the number of beneficiaries 
at this time will be at least comparable to the number in the future. Under 
such a program any liberalization of benefit amounts would be immediately felt 
in rising costs. Disbursements from the program would require matching by 
incoming revenue, either over each year or over short period years, thus affording 
a definite program of financing. | 


, Both at present and in the future, beneficiaries have paid and will pay 


significantly less than the actual value of the benefits they receive. 

The proponents of the present program as liberalized by the pending 
measure, claim to prefer insurance payments to assistance, and a con- 
tributory program to a noncontributory one. What they propose, however, 
is just the reverse of this stated preference. They favour a program which 
would leave for large numbers of needy persons only needs-test assistance, 
while at the same time favouring others with virtually noncontributory 
insurance benefits. A plan which would provide automatic benefits for 


ye ev", = 
fi ro’. a oe 


D> « 


portion of the population now working to pay a cost equivalent to the 
value of their own benefits, and such a plan would therefore be contribu- 
tory in its effect. The generation now working would be paying for the 
benefits of those now old (or the survivors of those now dead), with the 
assurance that when they become old their benefits (or if they are then 
dead, the benefits to their survivors) would be paid for by the generation 
then working. Such a program, I feel, would be both sound socially and 
sound financially. 

I submit that in any given year, those individuals who are so blessed 
as to have a job and good health so that they can produce, should carry 
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year, that the cost should be paid in full in that year, and that when the 
year closes, nothing is owed and nothing is promised.! 


5. The OASI program is administratively complex. 

Even with the most modern labour saving devices, the necessity of the 
maintenance of continuous wage records is very costly. Slightly more than 
one-half of the 15,000 employees administering the program are directly concerned 
with either the enforcement of the payroll tax or the processing of the quarterly 
employer reports and the maintenance of many millions of wage records. 
“Practically all of these operations, and some portion of the remaining operations, 
could be dispensed with, if benefits were independent of wage records.”? The 
extension of coverage would increase employment tax enforcement as well as 
involve relatively higher administrative costs than the percentage increase in the 
number of persons covered. “On the other hand financing OASI by an income 


1Tbid p. 181. 
2Tbid. p. 183. 


all those now old, or otherwise entitled to benefits, would require the 


the load for those unable to produce for themselves in that particular. 
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tax method, without wage records, would not only siininiets the tees nee buts 
would add practically no cost to the present expense of collecting income taxes. tig 


Representative Curtis proposed a program paying modest benefits, supported — : 
by a tax in the form of an addition to the current normal income tax rates. As ‘ 
previously mentioned, he viewed the payroll tax as regressive and the employer — 
portion of the payroll tax as unjustifiable as a method of financing long term 
benefits related to the one-time hazards of death or old age. The social security — 
bill should be paid each year on a pay-as-you-go basis; the fact that a specific 
tax is levied for that purpose would limit the pressure for higher payment. : 

In conclusion, Representative Curtis summarized his proposals as follows: — 

1. Payment of old age benefits to all citizens who have reached retirement — 
age or over, to the widows of deceased citizens and to their orphan 
children under age 18; 

2. Payments within daeh category (aged, orphaned, and so on) to be | 
uniform in amount, though amounts of different categories may differ; 

3. No needs test or work clause, except that other federally supported — 
benefit programs would be offset, federal grant-in-aid for old age © 
assistance (and aid to dependent children) would cease, and all such 
assistance payments would be state-financed; q 

4. Benefits provided would be financed by a pecially earmarked nencedeuee 
tax additional ta the normal income tax; + 

5. Benefit payments would ‘be included as she income in the ordinary — 
income tax return to discourage many who do not need it from applying — 
for benefits. 


1Tbid p. 183. 
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MINUTES OF PROCEEDINGS 


; WEDNESDAY, June 21, 1950. 


. The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.30 am. Mr. Jean Lesage, M.P., Joint Chairman, presided. 


h; 


Others present: 


The Senate: Honourable Senators Fallis, Fogo, Vaillancourt. 
a The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
_ Brooks, Cannon, Corry, Courtemanche, Ferrie, Fleming, Homuth, Knowles, Laing, 


_ Macnaughton, Noseworthy, Pinard, Richard (Gloucester), Robertson, Shaw, 
Smith (Queens-Shelburne), Weaver, Welbourn. 


E In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare. 


The Chairman tabled a statement prepared by the Research Division, — 
Department of National Health and Welfare, entitled “Supplementary Data on 
- Old Age Assistance in the United States”. 


On motion of Mr. Cannon, 


he 
a 


My Ordered,—That this statement, together with a supplementary submission 
: received from the Canadian Manufacturers’ Association, be printed as part of the 


_ Committee’s Evidence. 


4 By order of the Committee, the Old Age Pensions Act (Office Consolidation, 
1950) and Old Age Pension Regulations are also incorporated in this day’s 
: Proceedings. 


; The Committee then continued its sitting 7n camera to give further consider- 
ation to its Report. 


e Monpay, June 5, 1950. 


. The Joint Committee of the Senate and House of Commons on Old Age 
‘Security met in camera at 4.00 p.m. Honourable Senator J. H. King and 
“Mr. Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 
4 The Senate: Honourable Senators Burke, Doone, Fallis, Farquhar, Fogo, 
Horner, Hurtubise. 


a The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
Brooks, Brown (Essex West), Corry, Cote (Verdun-La Salle), Croll, Homuth, 
Knowles, Laing, Shaw, Smith ( Queens-Shelburne), Weaver. 


. In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and 
Mr. J. W. Willard, Director of Research, Department of National Health and 
Welfare; Mr. M. W. Sharp, Director, Economic Policy Division, Department 


‘of Finance, and his Assistant, Mr. H. D. Clark. 
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The Chairman read a letter from Hon. A. D. Turnbull, Minister of Healt “- 
and Welfare, Province of British Columbia. It was ordered that the said 
letter together with Resolution attached thereto, be printed in Appendix to the a 
Minutes of Proceedings and Evidence of Friday, June 2. (See Appendix “A”.) 4 


A statement entitled “Summary of the minority reports of the House Com- q 
mittee on ways and means on certain provisions of H. R. 6000” filed with — 
the Clerk after the meeting of June 2, is also incorporated in the printed — a 
Proceedings of that day. (See Appendix Q”, ) ) A 


a 


The Committee proceeded to the consideration of its Report. 


At 6.00 p.m. the Committee adjourned until 8.00 p.m. 


a 


EVENING SITTING q 


The Committee resumed in camera at 8.00 p.m. Honourable Senator 
King and Mr. Lesage, Joint Chairmen, were present. Mr. Lesage presided. 


Others present: i 
The Senate: Honourable Senators Burke, Farquhar, Horner, Hurtubise, 
Vaillancourt. | 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, | 
Brooks, Brown (Essex West), Corry, Cote ( Verdun- La Salle), Croll, Homuth, — 
Knowles, Laing, Shaw, rath (Queens-Shelburne), Weaver, Welbouru: 


| 
In attendance: Officials of the Departments of National Health and Welfare | 
and Finance, as listed for the afternoon sitting. 


The Committee continued giving consideration to its Report. ’ 4 


At 10:30 p.m., the Committee adjourned until Tuesday, June 6, at 4:00 pan. 


Turspay, June 6, 1950. | 


The Joint Committee of the Senate and House of Commons on Old Age 7 
Security met in camera at 4.00 p.m. Honourable Senator J. H. King and 
Mr. Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presidec d. 


Others present: 4 ) 


The Senate: Honourable Senators Burke, Fallis, Farquhar, Ferland, Horner, | 
Hurtubise, Vaillancourt. ‘ae 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Bla i 
Brooks, Brown (Essex West), Cannon, Corry, Cote ( Verdun-La Salle), Court 
manche, Croll, Ferrie, Fleming, Homuth, Knowles, Laing, Macrae 
Noseworthy, Shaw, Smith (Queens- Shelburne), Weaver. 


In Attendance: Dr. G. F. Davidson, Minister of National Health's and 
Welfare; Mr. M. W. Sharp, Director, Economic Policy Division, Department 
of Finance, and his Assistant, Mr. H. D. Clark. ae 


The Committee resumed consideration of its Report. “aan 
At 6:00 p.m., the Committee adjourned until 8:15 p.m. 
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| EVENING SITTING 

a _ The Committee resumed in camera at 8:15 p.m. Honourable Senator 
; ‘King and Mr. Lesage, Jot Chairmen, were present. Mr. Lesage presided. 

| Others present: 

: 


The Senate: Honourable Senators Farquhar, Ferland, Vaillancourt. 


The House of Commons: Messrs. Ashbourne, Benidickson, Blair, Brooks, 
Brown (Essex West), Cannon, Corry, Cote (Verdun-La Salle), Croll, Ferrie, 
Fleming, Homuth, Knowles, Laing, Macnaughton, Noseworthy, Shaw, Smith 
(Queens-Shelburne), Weaver. : 


—— S| _ 


2 le ai tl 


In attendance: Same as at the afternoon sitting. 


The Committee resumed consideration of its Report. 


11:30 a.m. 


WepDNEspDAY, June 7, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met i camera at 11.30 a.m. Honourable Senator J. H. King and Mr. 
Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 


The Senate: Honourable Senators Fallis, Farquhar, Ferland, Fogo, Horner, 
~Hurtubise, Vaillancourt. 


ee ee EN Ee 


Ss 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
Blair, Brooks, Brown (Essex West), Cannon, Corry, Courtemanche, Ferrie, 
Knowles, Laing, Macnaughton, Noseworthy, Shaw, Smith (Queens-Shelburne), 
- Weaver, Welbourn, 


} In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, Depart- 
ment of National Health and Welfare; Mr. M. W. Sharp, Director, Economic 
- Policy Division, Department of Finance, and his Assistant, Mr. H. D. Clark. 


‘<a 


The Committee resumed consideration of. its Report. 


At 1.05 p.m., the Committee adjourned until 4.00 p.m., this day. 


AFTERNOON SITTING 


| The Committee resumed in camera at 4.00 p.m. Honourable Senator 
_ King and Mr. Lesage, Joint Chairmen, were present. Mr. Lesage presided. 
Others present: 

. The Senate: Honourable Senators Burke, Fallis, Farquhar, Hurtubise, 
_ Vaillancourt. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 


es _—s 


Maenaughton, Noseworthy, Richard (Gloucester), Robertson, Shaw, Smith 
—(Queens-Shelburne), Weaver. 


At 10:25 p.m., the Committee adjourned until Wednesday, June 7, at 


_ Brooks, Brown (Essex West), Cannon, Corry, Ferrie, Fleming, Knowles, | 
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In attendance: Departmental officials as listed in the Minutes of the morning : 

sitting. 
The Committee continued to give consideration to its Report. 


At 6.00 p.m., the Committee adjourned to meet again on Thursday, June 8, 
at 11.30 a.m. 


THurspay, June 8, 1950. 
The Joint Committee of the Senate and House of Commons on Old Age 


Security met in camera at 11.30 a.m. Honourable Senator J. H. King and Mr. 
Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 


The Senate: Honourable Senators Burke, Fallis, Farquhar, Hurtubise, 
Vaillancourt. 


The House of Commons: Messrs. Ashbourne, Benidickson, Blair, Brooks, 
Brown (Essex West), Corry, Courtemanche, Ferrie, Fleming, Knowles, Laing, 
Macnaughton, Noseworthy, Robertson, Shaw, Smith (Queens-Shelburne), — 
Weaver. a 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and Mr. — 
J. W. MacFarlane, Director of Old Age Pensions, Department of National ~ 
Health and Welfare; Mr. M. W. Sharp, Director of Economic Policy Division, ~ 
Department of Finance, and his Assistant, Mr. H. D. Clark. 


The Committee resumed consideration of its Report. 


It was agreed that the part of the report embodying the Committee’s find- 
ings, be drafted under the direction of the Chairman (Mr. Lesage) and submit- — 
ted to the steering committee before consideration by the main Committee. 4 


At 1.00 p.m. the Committee adjourned to meet again at the call of the chair. — 


WeEDNEspDAY, June 14, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age q 
Security met in camera at 4.00 p.m. Honourable Senator J: H. King and Mr. Jean ~ 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. ; 


Others present: 


The Senate: Honourable Senators Burke, Fallis, Farquhar, Fogo, 
Vaillancourt. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, — 
Blair, Brown (Essex West), Cannon, Corry, Cote (Verdun-La Salle), Courte- — 
manche, Croll, Ferrie, Fleming, Homuth, Knowles, Laing, Macnaughton, — 
Picard, Pinard, Richard (Gloucester), Robertson, Shaw, Smith (Queens-Shel- 
burne), Weaver, Welbourn. :. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare and Mr. 4 
J. W. Willard, Director of Research, Department of Health and Welfare; Mr. M. 
W. Mitchell, Director, Economic Policy Division, Department of Finance. E 
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- Sheils, of The Canadian Manufacturers’ Association, with which were enclosed 


copies of a brief supplementary to the one presented by the Association on 
May 15. 


It was ordered that the brief be distributed to Members of the Committee. 
The Committee gave consideration to a draft report. 
At 5.45 p.m., the Committee adjourned to the call of the Chair. 


a 
] The Chairman read a communication addressed to the Clerk by Mr. G. K. 
iF 
, 
f 
‘ 


Tuespay, June 20, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met 7m camera at 8.15 p.m. Mr. Jean Lesage, M.P., Joint Chairman, 
presided. 


r 


Others present : 
The Senate: Honourable Senators Burke, Fallis, Fogo, Vaillancourt. 


The House of Commons: Messrs. Beyerstein, Brooks, Brown (Essex West), 
_ Corry, Ferrie; Homuth, Knowles, Macnaughton, Noseworthy, Pinard, Richard 
_ (Gloucester), Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


The Committee gave further consideration to its draft report. 
4 The Committee adjourned at 9.45 p.m., until Wednesday, June 21 at 
— 3.00 p.m. 
WepbneEspay, June 21, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
_ Security met at 3:00 p.m. Mr. Jean Lesage, M. P., Joint Chairman, presided. 
Others present: | 
The Senate: Honourable Senators Fallis, Fogo, Vaillancourt. 


ie The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
_ Brooks, Cannon, Corry, Courtemanche, Ferrie, Fleming, Homuth, Knowles, 
_ Laing, Macnaughton, Noseworthy, Pinard, Richard (Gloucester), Robertson, 
_ Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare. 


4 Following a brief open sitting in the course of which certain documents were 
_ tabled, the Committee continued in camera and gave further consideration to 
its draft Report. 


b At 1:00 p.m., the Committee adjourned until 9:00 p.m., this day. 


3 EVENING SITTING 


The Committee resumed in camera at 9:00 p.m. Mr. Lesage, Joint Chair- 
man, presided. 


Others present: 

The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
Blair, Cannon, Corry, Ferrie, Fleming, Knowles, Laing, Macnaughton, Nose- 
worthy, Picard, Pinard, Robertson, Shaw, Smith (Queens-Shelburne). 
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In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare. 
The Committee continued giving consideration to its draft Report. 


2 
4 
is, 


At 10:30 p.m., the Committee adjourned until Thursday, June 22, at 4 
11:30 a.m. e 


Tuurspay, June 22, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age q 
Security met in camera at 11:30 a.m. Mr. Jean Lesage, M.P., Joint Chairman, 


presided. 


Others present: 
The Senate: Honourable Senators Burke, Fallis, Farquhar. 


~The House of Commons: Messrs. Ashbourne, Beyerstein, Blair, Brooks, 
brown (Essex West), Corry, Cote (Verdun-La Salle), Ferrie, Fleming, ‘Knowles, ‘ 
Laing, Lesage, Macnaughton, Noseworthy, Picard, Shaw, Weaver. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and 4 
Mr. J. W. Willard, Director, Research Division, Peper of National Health 4 


and Welfare. 
The Committee gave further consideration to its draft Report. 


At 1:00 p.m., the Committee acs aoe until Friday, June 23, at 11:30 a.m. | 


Fripay, June 23, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 5 
Security met in in camera at 11:30 a.m. Mr. Jean Lesage, M.-P., Joint Chairman, — 


presided. — | 4 
Others present: 3 ‘ 
The Senate: Honourable Senators Fallis, Farquhar. >a 


The House of Commons: Messrs. Benidickson, Beyerstein, Blair, Brooks, 
Brown (Essex West), Corry, Croll, Ferrie, Fleming, Knowles, Laing, Noseworthy, A 
Richard (Gloucester), Robertson, Shaw, Weaver. 1 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare and Mr. | 4 
J. W. Willard, Director of Research, Department of National Health and Wel-— 
fare; Mr. M. W. Sharp, Director, Economic Policy Division, Department of 


Finance. 
The Committee resumed consideration of its draft report. 


Sa 
_ PS toe 


At 1:00 p.m., the Committee adjourned until 2:30 p.m. 


AFTERNOON SITTING 


The Committee resumed at 2:30 p.m., in camera, Mr. Jean Lesage, MP., 
Joint Chairman, presiding. a 


Others present: 

The Senate: Honourable Senators Fallis, Farquhar. 

The House of Commons: Messrs. Benidickson, Blair, Brooks, Brown ( (Essex 
West), Corry, Croll, Ferrie, Fleming, Homuth, Knowles, Laing, Shaw, Weaver 
Welbourn. : 
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Seas The Aetna tice gave further consideration to its eg 


Bae 


On motion of Mr. Brown, 


"Resolved —That the report be adopted, and that the Joint Chairmen prevenne ie 
same to the Senate and to the House of Commons as the Committee’s Second’) hie 
fo Final Report. 


tg etre 
= rapt aaa 
Be ee 


On: moro of Mr. Shaw, ae 


Py - Ordered, —That 5,000 copies in English and 2,000 copies in French of ines 
_ Committee's Final Report be printed on Parliamentary print paper with blue 
; cover. | 


=, 
mee * 


3 | ‘On motion of Mr. Fleming, | 

Bs _ Ordered,—That in addition to the 1,500 copies in English and 500 in eeriohs 
~ authorized by the Committee on April 3rd, there be printed 1,000 copies in | 
- English and 200 in French of the Committee’s Minutes of Proceedings: and 


a Evidence. 
iy ne 


Bee 4 Members of the Committee joined in tribute to Mr. Lesage, M-P., ait his 
co-chairman, Hon. Senator King, for having presided in such efficient manner 
On ver the Committee's activities. 


if 


‘Mr. Lesage again thanked all members of the Committee for their co- opera~ | ae ce 
Bie hand expressed his deep appreciation of the assistance given by Mr. Willard, i, ie 
the Committee’s Research Adviser, Dr. Davidson, Mr. Sharp and others, paret 1 5 Oe 

ticularly for the onerous task of gathering and co- -ordinating the material wiped 
9 required for the Committee’s inquiry and the preparation of its Report. — hie aie 


_ The Committee adjourned to the call of the Chair. 


R. ARSENAULT, 
Clerk of the Committee. er 


Nore: The eaneninise’ s First Report was a matter of routine only, fixing th 
connie quorum. (See printed Proceedings of April 3rd and 25th.). 


_ The Committee’s Second and Final Report is printed under separate cover. . au 
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SUPPLEMENTARY DATA ON OLD AGE ASSISTANCE 
IN THE UNITED STATES 


Prepared ‘by Research Division, Department of National Health and Welfare 


Information on different aspects of old age assistance in the United States, 
additional to that already supplied to the Committee, has been received from 
Jane Hoey, Director, Bureau of Public Assistance, U.S. Social Security 
Administration, and may be of assistance with regard to questions asked by 
Mr. Knowles (p. 320) on the percentage of fair hearings under OAA decided 
in favour of an applicant; by Mr. Shaw (p. 327) and Mr. Brown (p. 333) 
relating to types of earmarked taxes used to meet the states’ share of OAA 
payments; and by Mr. Ferrie (p. 333) regarding the extent of state financial — 
participation in the provision of medical care to OAA recipients. 

The Bureau also advises that H.R. 6000 has been reported out of the 
Senate Committee on Finance with amendments; Senate debate will shortly 
begin and will most likely result in further amendments. Pertinent abstracts 
from the communication are given below. 


1. Fair Hearings 


In ‘reply to the specific question of one member of the Pairliamentary 
Committee regarding the total number of hearings under our old age assistance 
program and the number of hearings decided “in favour” of the claimant, we 
are also sending you, under separate cover, copies of the three lastest semi-annual 


~ releases on hearings in public assistance, covering the period January 1948-June 


1949, for which data are available for all 51 jurisdictions. The report of July- 
December 1949 will be issued shortly. The regular releases include, in table 
5, information on disposition of hearing requests in all programs but do not 
provided such data separately for old age assistance. However, since most. of 
the hearing requests come from claimants of old-age assistance, the proportion 
of these requests resulting in changes in the claimant’s favour differs little for 
the country as a whole, from the comparable proportion of hearing requests in 
all programs. Pre-hearing adjustments on formal hearing requests are included 
in this tabulation. (See following page) : 
We count as changes in favour of the claimant any action on a hearing 
request that results in approval of a previously rejected application, continuation 
or resumption of payments to a case scheduled for closing, or any Increase In an 
assistance payment. Included also is any decision on a hearing request based 
on delay in agency action, if that decision either established eligibility and 
amount of payment, or directs that action to be taken within a specified period; 
and included, finally, is any decision on a hearing request based on a specific 
eligibility requirement, if the decision establishes eligibility on that specific 
issue, even if it does not include a complete determination of eligibility or amount 


of payment. 


Whether or not a hearing request results in a change in favour of the 
claimant depends of course on the issue or issues involved. Interstate differences 
in proportions of hearing requests resulting in changes in favor of the claimant, 
may reflect not only differences in issues but also differences as to. the 
date to which the hearing decision relates. In some States the decision 


. relates to the date of the particular agency action questioned by the 
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claimant. In other States, especially those that make no provision for retroactive 
payments, the hearing decision relates to the situation prevailing on the date of 
the hearing or on the date of some other disposition of the hearing request. Thus, 
a change in the claimant’s favour may be due only to a change in his circum- 
stances or to a revision in agency policy since the date of the questioned action. 
Conversely, of course, because of some change that occurred after the filing 
of the hearing request, the agency may be unable to make a change in the 
claimant’s favour even though the questioned action was in error. 

Because some agencies do not determine whether or not the questioned action 
was correct at the time it was taken, we cannot distinguish changes made in the 
claimant’s favour directly as a result of the hearing request, from those due 
primarily to other factors and only incidentally providing a basis for disposition 
of the hearing request. Ordinarily, however, except when hearing requests 
remain pending for long periods, we believe ‘that changes in the claimants’ 
circumstances do not greatly affect the reporting of results of the disposition. 


For July-December 1949, the comparative figures are as follows: 


All programs Old-age assistance only 
Method of disposition of hearing requests || |= _| ——$ 
and result for claimant Number, percentage, | Number, percentage, __ 


distribution distribution 


Hearing Requests Disposed of: } 
AP oa tee te Na Re mae oe 5,552 100-0 4,351 100-0 


Change.in claimant's favour...) 4. .9.5 <5 1,746 31-4 1,393 32-0 
No change in claimant’s favour............. 3,806 68 -6 2,958 68-0 


By Hearing Decision: a 
TRCN CMV te Ra eR Rcipha eTine WaR REL ad 36 3,365 100-0 2,568 100-0 


Incclatna nis LAVIOUT i.) 4 cm s,s aitewashcoe Gee tae: 880 26-2 705 27-5 2 a 
Not imrclaimant,s favour, 22 dears dor ee 2,485 73°8 1,863 12-5 


POLST teu he. Mactan iene eee ae ee 2,187 100-0 1,783 100-0 

Change in claimant’s favour................ 866 39-6 688 38-6 
No change in claimant’s favour: 

Request, withdrawn. 02 ost als. ea ee 880 40-2 727 40-8 

2 368 |’ 20-6 
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2. Sources of Revenue for States’ Share of Public Assistance 


The second question you raise relates to the sources of revenue for thea 
State share of public assistance. This whole question of the purposes for which | 
given State taxes were originally imposed, is, of course, exceedingly complex, — 
involving almost all phases of State financing of various functions of govern-— 
ment. In attempting to answer your question, we have considered only the — 
allocation of revenues under the original and existing general sales tax legislation _ 
in the eight States using earmarked sales or use taxes in the financing of old-age “a 
assistance in 1949. We have not attempted to compile data for States ear- 
marking sales taxes on selected commodities because of the difficulty ino 
in tracing the development of such legislation. 

Information on earmarking of revenues for old-age assistance and other 
public assistance programs, 1939-49, is available in our files, and in general, has 
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_ been provided or checked by the State agencies. The information given below 
on original sales tax legislation and allocation of sales tax revenues prior to 
~ 1939 was taken chiefly from the Commerce Clearing House publications, Retazl 
_ Sales Taxation, by Neil H. Jacoby (1938), which deals with the early history 
and the principles of sales tax legislation; and Sales Tax Laws (1936), a com- 
pilation of sales tax legislation in effect February 1, 1936. 
No State can be said to have imposed a general sales tax solely for the 
purpose of financing old-age assistance. The needs of various assistance pro- 
grams were, however, an important consideration in the adoption of sales taxes 
in some of the States earmarking such taxes for old-age assistance in 1949, and 
perhaps in other States levying sales taxes not earmarked for public assistance. 
As of 1949; seven States earmarked general sales or sales and use taxes, and 
one other State earmarked use taxes for old-age assistance. These taxes were 
earmarked by all eight States not only for old-age assistance, but also for other 
welfare programs. As you know, expenditures for old-age assistance greatly 


earmarked all revenues from sales taxes for welfare programs. 


For Welfare Only For Welfare and Other Functions 
Colorado Kansas 
Louisiana New Mexicot 
Oklahoma North Dakota 
Utah Tennessee 


In addition to these eight, 19 States, Alaska and Hawaii had general 
sales or sales and use taxes in 1949. Except for Hawaii, these States financed 
public assistance entirely or partly from the general fund. General sales taxes, 


- which often constitute a substatnial segment of total State tax collections, were 


undoubtedly important in the financing of old-age assistance in many States 
not specifically earmaking such taxes for assistance. Among the 7 States ear- 
marking general sales taxes for old-age assistance in 1949, 4, Colorado, North 
Dakota, Oklahoma, and Utah, had first enacted sales tax legislation before the 
Social Security Act was passed. Two of these 4 States (Colorado and North 
- Dakota) provided States funds for old-age assistance under State laws prior to 
_ the passage of the Social Security Act. 

-. According to the original sales tax legislation, the revenues were allocated 
entirely to the emergency relief fund in Colorado (1935) and in Utah (1933), 
a old-age assistance were provided from these funds in Colorado and North 
Dakota in 1935. In Oklahoma, the original sales tax legislation (1933) assigned 
the revenue to the support of the school system, but. Oklahoma and Utah 
assigned sales tax revenue to welfare programs, including old-age assistance, 
at least as early as 1937. . 

Kansas enacted its first sales tax legislation in 1937 at approximately the 
same time that Federal funds for the special types of public assistance were 
eranted to the State under the Social Security Act; part of the sales tax revenue 
was allocated to old-age assistance and other welfare programs. 

The first sales tax legislation in Louisiana was effective from October 1936, 
through December 1940, and a part of the revenues was earmarked for old-age 
assistance and other welfare purposes. Under the provisions of new legislation 
- imposing a 1 per cent sales tax effective in September 1942, some revenues were 
earmarked for old-age assistance and general assistance for the fiscal years 
1943 and 1944 only, although the tax continued in effect. At the time the 
- Zouisiana sales tax rate was raised to 2 percent In July 1948, all revenues from 


1 Use tax earmarked entirely for old-age assistance; sales tax not earmarked for any 


- welfare programs. 
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exceed those for any of the other assistance programs. Only 4 of the 8 States 


and partly to the public welfare fund in North Dakota (1935). State funds for. 
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this source was earmarked for the special types of public assistance and other 
welfare programs. At the same time, the assistance programs, especially old- 
age assistance, were greatly expanded. ; 

New Mexico, which in 1935 levied a sales tax earmarked for schools, first 
imposed a use tax in 1939 and allocated its proceeds entirely to old-age assist- 
ance and other welfare purposes; receipts from the use tax presumably make up 
only a small part of total revenues from sales and use taxes. 

Tennessee first passed general sales tax legislation in June 1947 and ear- 
marked for old-age assistance, aid to dependent children, and aid to the blind, 
10 per cent of the first $20,000,000 collected each year. 


3. Provision of Medical Care 


Your third question concerns State financial participation in the provision 
of medical care to old-age assistance recipients. Most State agencies adminis- 
tering old-age assistance have recognized medical care as one of the requirements 
that should be met for aged recipients, and have made some attempt to supply 
such services. As you know, there is great variation among States and among 
localities within States in the extent to which the costs of medical services 
are met through assistance funds. The latest comprehensive information on 
operation of the program in 20 States is included in a series of reports, issued 
(by this Bureau) as Public Assistance Report No. 16, Part I, Medical Care 
in Public Assistance, 1946. 


(a) What States, as of the latest date available, attempt to budget medical 
costs in monthly assistance payments? 


In 39 States, amounts for medical services may be included in the budgets 
for recipients who need medical attention. Some States provide most of the — 
medical services required by aged individuals, although there may be limitations 
on the circumstances under which some services are provided. In other States, 
with limited financial resources, amounts may be included in the assistance pay- 
ment for only one or two types of care. It is difficult to classify the 39 States 
to show those that are operating a fairly comprehensive medical assistance 
program and those in which a medical assistance program as such can hardly _ 
be said to exist. Possibly 10-12 States, mostly in the South fall in the latter 
group. The following examples indicate the limitations in a few States on 
types of services for which amounts may be included in money payments to 
recipients: 

South Carolina—Only drugs except in a very few unusual circumstances. 

Georgia—Only nursing services in recipient’s own home or in a private 

institution. | 


Florida—Drugs and nursing services only. 
Arkansas and Oklahoma—Drugs only. 


Some of the other States that provide little medical assistance include a 
wider range of services among those that may be supplied but limitations on — 
funds for old-age assistance and maximums on payments restrict the program. 

Most of the other States that make money available to recipients to pay 
for medical care provide a relatively wide range of services. In practically all — 
States, however, a part of the cost is met through vendor payments to suppliers — 
of medical services. Some agencies have found it preferable to pay hospitals — 
directly and under certain circumstances to make vendor payments for other _ 
services. Such payments may be made on behalf of recipients’ who are very 
ill or who for other reasons are unable to manage their own affairs. In States — 
with maximums on payments, the amount of medical costs that may be met — 
within the maximums is limited and the balance of the bill is frequently met — 
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by payments to vendors. In some States payments above the usual maximums 
are met from funds appropriated for old-age assistance; in other States general 
assistance funds are used. In a few States, the methods of payment and 
source of funds differ by type of medical case. 
The following State situations illustrate the variations in payment method 
among States providing a relatively wide range of services. 


are. eg 


Illinois—Hospital costs are met by vendor payments; usually money for 
other medical services is made available to recipients; payments to cases with 
medical needs may exceed the usual maximums on individual payments. 


Minnesota—All costs up to the Federal maximum on individual payments 
- are met through money payments to recipients; county agencies may make 
either money payments to recipients or vendor payments from old-age assistance 
funds for the balance of the cost. 


; Connecticut—Vendor payments are made for all hospital and clinic care 
and for drugs and public health nursing services; money to pay for other 
services is included in assistance payments to recipients. 


Indiana—Each county develops its own plan for medical assistance, sub- 
ject to State agency approval; some counties meet all costs through money 
payments to recipients while others pay vendors for all services. We believe, 
however, that both methods are used in most counties. 


Iowa and Oregon—In these States amounts are included in the budgets for 
- eases with chronic illnesses requiring fairly regular medical attention;- medical 
costs for other cases are met by payments to vendors, such payments being 
- made from general assistance rather than old-age assistance funds. 

Eleven States do not meet medical costs through money payments to 
recipients but in most of these States medical care is one of the recognized 
needs of recipients and services are provided either through another agency or 
through vendor payments from assistance funds. The States may be grouped 
as follows: 

(1) District of Columbia and Maryland 

Medical services for recipients of assistance and other needy persons 
are provided under programs administered by public health rather than 
public assistance agencies. kee 

(2) Pennsylvania, Washington, West Virginia and Wyoming 

In these States all payments for medical services are made by the 
| assistance agencies directly to physicians, hospitals and other suppliers 
ow of service. yee 
| (3) Kentucky, Idaho, Maine and Mississipp1 

In these States amounts for medical care are not included in the budgets 

for aged recipients. The cost of some care may be met through vendor 

payments from general assistance funds but we believe that funds 
available for this purpose are meagre. In Maine, however, some hos- 
pital costs are met under a State “hospital aid” program. 

(4) In Colorado individual budgets are not prepared. Payments to recip- 
ients are determined by subtracting any income the recipient may have 
from a flat amount that is the same for all recipients. Recipients may 
pay small medical bills from their assistance payments or other income 
they may have, but rely on general assistance funds or public hospitals 
to supply expensive types of care. ae 

(b) What States make payments to recipients for medical costs above 

the $50 federal participating maximum? 


Table I of a recent Federal Security Agency release, “Assistance payments 
~ under State-Federal Programs, September 1949,” shows maximums on payments 
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for old-age assistance in September 1949 and identifies the Siatuee in ines pay- 
ments above the usual maximums may be made to recipients with medical needs. — 
States omitted from the table do not have maximums on individual payments. 

Even in some States with no maximums on payments a part of the medical 
bill is met through vendor payments. For further discussion on this point we 
refer you to an article on “Vendor payments for medical assistance” that will 
appear in the June issue of the Social Security Bulletin. 


(c) What States make contractual arrangements and pay the vendors of 
medical care directly, either on a capitation or on an agreed fee-for- 
service basis? 


Ordinarily assistance agencies do not enter into formal contracts with sup- 
pliers of medical services. The agencies usually have informal agreements with — 
regard to services to be supplied and unit costs for services. Fee schedules for — 
physicians are frequently developed in co-operation with the county medical — 
society or representatives of the society. Individual physicians may or may not ~ 
choose to provide services under the agreement. Similar fee or cost schedules 
may be developed in co-operation with dentists, hospitals, and other groups. — 
These fee or costs schedules determine the amounts which the agency will pay | 
vendors directly for services or the amounts to be included in the budgets for 
individual recipients to permit them to pay for services received. 5 

Not all agencies have developed fee and cost schedules. Some agencies have — 
developed such schedules for the types of services most frequently provided but — 
pay for other goods or services on an ‘“‘as charged” basis on a bargaining basis. 

The State agency may or may not specify types of services to be provided _ 
by the local agencies, maximums on costs, or methods the local agencies are to ' 
follow in developing fee or cost schedules. 4 

Washington is the only State paying for medical services on a capitation 
basis in all counties in the State. Under the prepayment plan in operation in that 
State, each local assistance agency pays to the county medical bureau $2.50 a 
month for each person receiving assistance. The medical service bureaus ee 
all physicians’ services including services by surgeons and other specialists, and — 
all diagnostic X-ray and laboratory procedures. The agency pays vendors — 
directly for drugs, hospitalization and other services not supplied under the con- | 
tract with the medical service bureau. % 

_ A few counties in Kansas meet the cost of some services through a prepay-_ 
ment plan but usually an amount to pay the monthly premium is included in the — 
money payment to the recipient of old-age assistance. (See Public Assistance 
Report No. 16, part 1, No. 19). 

«In Wyoming most counties employ county doctors who supply physicians’ 
services for all recipients. A few counties also have contracts with hospitals — 
that agree to provide hospitalization for needy cases referred by the assistance — 
agency. A few scattered counties in other States pay for some services on. ae 
contract basis and a few employ physicians paid on a salary basis. . 
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SUPPLEMENTARY SUBMISSION BY THE 
CANADIAN MANUFACTURERS’ ASSOCIATION 


d 
| 
: = 
ee 
A 
te 


To the Chairman and Members of the 
Joint House of Commons-Senate Committee 
Committee on Old Age Security: 

" - 

i PPB. < | 

_ As arranged, the Canadian Manufacturers’ Association now advises you a 
_of the action taken at the 79th Annual General Meeting on May 25-6-7, with 


' respect to the Brief submitted to your Committee on April 30. 


" Following the appearance of our representatives before your Committee 
_on May 15, the Industrial Relations Committee of the Association gave careful 
~ consideration to the suggestion put forward by one of your members in con- 
nection with the last sentence in Section 5 of our Brief (Page 12). As a result, 
it was decided to recommend to the Association at its Annual General Meeting 
that this Section be amended by striking out all the words after the word 
“reduced” in the sixth line from the top of the said Page, thus implementing in 


? 


mal 


- full your member’s suggestion. 
The Brief was accordingly put before an exceptionally well-attended “Con- 
_ ference” on “Pensions, National and Industrial”, held on May 25, with a motion 
that it be endorsed by the said Conference, subject to the above-stated amend-_ 
ment. After a full discussion in which many of the outstanding industrialists 
of our Country took part, the Motion was passed with but one dissenting vote. 
' This Conference Motion was then placed before the final Plenary Session of 
' the Annual General Meeting, held on Saturday, May 27, and at this time, was 
"unanimously approved. Our Association having thus gone on record as strongly 
' endorsing our representations to your Committee, you may Sirs, consider that 
"the C.M.A. Brief which you have before you, as above amended, speaks with 
' the voice of our 6,417 members, large and small, representative of every Province 
in Canada. | . | % 
- In the discussions at our Annual General Meeting, and in the continuing Shits 
study which is being given this whole matter by our Industrial Relations Com- Se 
| mittee, several points were brought out which we felt might be of interest to — heea 
; eo Committee. For your convenience, we are tying these in to the numbered ax 
Sections of our April 30th brief. They are: ; 
a Section 1—Coverage—sub-section (a) 

and 
Section 2—Financing of Plan—sub-section (a) 


| When dealing with the question of the coverage of self-employed persons 
' (exclusive of farmers) and the collection of contributions from the same, I 
stated before your Committee on May 15—see page 727 of “Minutes of Pro- 
‘ceedings and Evidence’—that I did not know exactly how the U.S. proposed 
to go about this. I have since learned that they intend to make a slight revision 
n their regular Income-Tax Returns and have the self-employed person pay 
his pension contribution, calculated, at one and one-half times the regular 
employee’s rate, on his net earnings up to a certain specified ceiling—annually 
when he pays his Income Tax. Those self-employed persons not in the Income aie 
‘ax bracket will be required to fill in the revised Return for their pension plan de 
contributions only. The participation of such self-employed persons in the 
pension scheme will be compulsory. : 
639282 if 
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Section 2—Financing of Plan—sub-section (b) ee 


In connection with administrative costs and the suggestion made in the 
above-noted sub-section with respect to the integrating of the administration 
of our proposed contributory pension plan with that of one or more of the exist-— 
ing “Social Security” measures, we received the complete endorsation of our 
meeting. In addition, many of our members who serve on special Committees | 
of the Association having to do with Unemployment Insurance, and who are- 
thus familiar with the detailed and intricate system of individual records main- 
tained by that Commission strongly supported the statements made by me before 
your Committee—see pages 735 and 736 of the Minutes—with reference to the 
possibility of the said organization assuming the administration of our plan ~ 
and doing so with but a small increase in their clerical staff. 7 


Section 2—Financing of Plan—sub-section (c) 


The same group of members to whom reference is made in the immediately | 
preceding paragraph, having had some experience with “pressures” in respect. 
of the Unemployment Insurance reserves, are wholly in accord with our sug- 
gestion re a modified pay-as-you-go method of financing. In this respect there-_ 
fore, we accept the role allocated to us by one of your members—page 737—of 
“protectors of politicians against pressures”. | * 


me 


Section 3—Benefits—sub-section (a) - 


There was complete agreement in our sessions that a “flat” or uniform 
pension would not be satisfactory to the great majority of Canadians. A graded 
pension, on the other hand, offers just one more incentive to the individual to 
try to improve his station in life—his earning power and consequent income— 
during his working years. If the man who works his way up to a $3000 a year 
job and holds it until his retirement, is going to be cut back when he does retire 
to the same status and standard of living as the man who was content to “coast 
along” at $1,800 or $2,000, that particular incentive is destroyed. a 

In this connection, it will not have escaped the notice of your Committee 
that Canada already has a very fine precedent for our proposed graded pension. 
plan in the Federal Government’s retirement pension plan for all its Civil 
Servants. q 


Section 3—Benefit—sub-scction (c) 


You will recall the discussion which took place on May 15—see page 737 
and 738 of the “Minutes—-with respect to “Minimum Pensions”. At that time, — 
I endeavoured to explain to your Committee wlty I did not feel that our Associa- 
tion, nor indeed any non-Governmental body, was competent to “spell out” 
what the amount of such minimum pension should be, At its Annual Meeting, 
the Association approved my stand in this respect and decided further that, as: 
the question of the method of financing such minimum pensions is obviously 
directly related to this cost factor, the choice of the method was also a matter 
somewhat beyond our purview. The “further representations” mentioned in the 
third paragraph of this sub-section will not therefore be made. It goes without 
saying, however, that should the Association be able to assist you in any way 
in preparing statistics or securing any other data having a bearing on this ques- 
tion, we shall be only too pleased to do so. Py): 

Section 4—Pensionable Age. ‘a 

We repeat the offer made in the last paragraph of this Section of our 
Brief—see page 11. a 
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3 : — Section 5—People should be encouraged to work after whatever retirement 
age is fixed. 

_ As previously stated, this Section has been amended to make the last sen- 
tence thereof now read as follows:— 


4 To this end, no contributions should be required from them in respect 
of such work and their pensions should not be reduced. 


Your Committee will recall that in our April 30th Brief, we made reference 
_ to the necessity, when fixing rates of contributions, scales of pension benefits, 
_ etc., of keeping clearly in mind “the basic differences between the national 
_ income and wage rates of Canada and of other countries whose pension exper- 
~ience may have been studied by your Committee, to the end that the additional 
financial burden imposed upon the country’s economy may be borne without 
_ danger thereto, or impairment of other vital national services”. In connection 
with this, there has come into the hands of our Committee within the last few 
days, an interesting set of charts or graphs dealing with some of these “basic 
- differences” as between Canada and the United States. In the hope that these 
3 . ° . . ° . 
may be of interest and of assistance to your Committee in its very important 
_ task, we are forwarding copies of them herewith, together with short explana- 


» tory notes indicating in each case the significance of the graph in connection — 


with the question of old age pensions policy. 

a Reference was made also in our Brief to the desirability of stimulating 
self-reliance and independence—in other words of encouraging more people to 
- make more and better provision for their own “Old Age Security”, thus keeping 
' such persons out of the ranks of eventual claimants of pensions, and reducing 
- the burden on the State. Considerable discussion took place on this point and 
many of our members feel that it should be suggested to your Committee 
that, as a corollary to your deliberations with respect to pensions, you might 
_ consider what steps, if any, could be taken by the Government to encourage 
and assist people to keep out of the pension claimant class. One method which 
has been suggested is to extend to the private purchaser of annuities, either 
~ Governmental or Insurance Company type, the same privilege now enjoyed 
by employees participating in an industrial pension plan, ie., of having their 
annual payments in purchase of this protection allowed as deductions from 
- Income Tax, the annuity when received being treated as income. 
q Again assuring you—and this time as the official voice of our entire 
_ Association—of our desire to assist you in any way possible in your study of 
this most difficult and complicated problem, we are, 


Sincerely Yours, 
CANADIAN MANUFACTURERS’ ASSOCIATION (INC.) 


« 
- 


a Toronto, Ontario, G. K. Suxms, 
June 9, 1950. _. Charman, 
‘ Industrial Relations Committee. 
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This chart illustrates one very important difference between Canada and the U.S.— 
relative sizes of the two populations. While percentagewise our population has grown so 
what more rapidly than that of the U.S. since 1939, at the end of 1949 it was still only 1/11 
the size of that of our great neighbour. 
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GROSS NATIONAL PRODUCT 
“PER CAPITA 


: 


U4 pe ae 419 C29 


If the differences between the Canadian and U.S. dollars are ignored, then this chart 
shows the second great divergence between the U.S. ecenomy _and our ore will Lr Hee 
that U.S. production of goods and services per capita I US. aay ‘et 0 mi 
$1705; and that the Canadian production of goods and services in aa cohen ate 
same year was only $1170. This represents a difference in favour of the U.S. of $900, or To 
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This chart illustrates what is perhaps the most important difference between the U.S. and — 
Canadian economies—vyiz., the difference in the contribution which exports make to the respec: 
tive National Incomes. It will be seen that whereas the contribution of U.S. exports to U-aa 
National Income in 1949 was less than 5%, the contribution of Canadian exports to Canadian 
National Income in 1949 was more than 23%. This means that the pricing of Canadian > 
products out of the world market as a result of too drastic an increase in costs would have a 


much more serious effect upon our economy than a similar occurrence would have upon the — 
U.S. economy. é 
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This chart shows that the value of Canadian exports per capita in Canadian dollars in 
1949 was more than three times the value of U.S. exports per capita in US. dollars in the same 
year. This is a very dramatic demonstration of the uniqueness of the Canadian economy, and 
the need for care lest our ability to sell our surpluses in the world market be curtailed or 
destroyed. 
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This chart shows that while the annual current dollar value of Canadian manufactured 
exports rose considerably between 1939 and February 1950, their constant (or 1935-39) dollar 
volume has declined pretty consistently since 1944. In other words. the physical volume of manu- 
factured exports (i.e the current dollar value divided by the General Wholesale Price Index) has 
not increased as the crude current dollar figures would indicate. 

Two questions arise: “What effect have rising Canadian prices had upon this movement?” 
and “How has increased industrial self-sufficiency of the markets concerned affected our future 
ability to do business with them?” 
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This chart shows that even in current dollar terms our export trade has tended steadily 
down since 1948. The effect of this falling off upon an economy in which three out of e: 
eight members of the working force depend _upon the condition of our export industries 
their livelihood can be readily understood. Hence anything such as too drastic an increas 
costs which might contribute to a further decline in th ecurrent dollar value of our exp 
should certainly be avoided. 1. ae 


OFFICE CONSOLIDATION, 1950 


Not to be regarded as an official compilation 
of the law 


OLD AGE PENSIONS ACT 


Chapter 156, Revised Statutes of Canada, 1927 


As amended by— 


21-22 George V, Chapter 42 (1931) 
1 George VI, Chapter 13 (1937) 
11 George VI, Chapter 67 (1947) 
13 George VI, Chapter 19 (1949) 
THE OLD AGE PENSIONS REGULATIONS APPROVED 
BY ORDER IN COUNCIL P.C. 1860 
DATED APRIL 29, 1948 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
KING’S PRINTER AND CONTROLLER OF STATIONERY 
1950 


CHAPTER 156 
An Act respecting Old Age Pensions 


SHORT TITLE 


1, This Act may be cited as the Old Age Pensions Act. Short title. 
INTERPRETATION 
2. In this Act the expression Definitions. 


(a) “pension authority” means the officer or body charged by “Pension — 
law with the consideration of applications for pension or with 2%2"- 
the payment of pensions; 

(6) “pension” means a pension payable in accordance with this “Pension.” 
Act and the regulations hereunder; 1937 1G.0LO; Backs 

(c) “pensioner” includes an applicant for a pension; “Pensioner.” 

(d) “province” includes the Yukon Territory, in respect to “Province.” 
which “Gold Commissioner” shall be read for “Lieutenant- 
Governor in Council”; 

(e) ee includes ordinance or order having the force of “Statute.” 
aw; 

(f) “child” means a son or step-son who has not attained the “Child.” 
age of sixteen years and a daughter or step-daughter who has 
not attained the age of seventeen years, and a son, step-son, 
daughter or step-daughter who, having attained one or other 
of the said ages but not having attained the age of 
twenty-one years, is prevented from earning a livelihood by 

_ reason of physical or mental incapacity; 1937, c. 13, s. 2. 

(g) “Minister” means the Minister of National Health and “Minister.” 
Welfare; 1947, c. 67, s. 1. 

(h) “regulation” means a regulation made under this Act; 1947, “Resulation. 
CPOtyess 1 

(2) “unmarried person” includes a widow, a widower, a divorced “Unmarried 

person and a married person who in the opinion of the 

pension authority is living separate and apart from his 

spouse. 1947, c. 67, s. 1. 


7 


—— 


AGREEMENTS WITH PROVINCES 


3. (1) (a) The Minister, with the approval of the Governor in Agreement 


with province 


Council, may make an agreement with any province for the quarterly © eviip riacia 


payment to such province of the total of the amounts the Govern- payments. 

ment of Canada is under sections eight and eight a of this Act auth- 

orized to contribute in respect of pensions paid during the preceding 
quarter by the province, pursuant to any provincial statute, to the 
persons and under the conditions specified in this Act and the 
regulations; 1947, c. 67, s. 2 


: 


z 
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Terms of 
agreement. 


Examination 
and audit of 
accounts. 


When 
section 
comes into 
force. 


Term of 
Agreements. 


Approval 
of adminis- 
tration 
scheme 
necessary. 


Application 
of Act 
in N.W.T. 


Payments to 
provinces on 
certificate of 
Minister. 


Amount of 
Dominion 
contribution 
and persons 
pensionable. 


- income received by a pensioner in excess of an amount of income to 


ah 
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(b) Subject to sections eight and eight a of this Act, in every 
agreement made pursuant to this subsection the province shall specify 
the maximum pension to be paid by the province and shall provide ~ 
for the reduction of such maximum pension by the amount of any 


I940, 6.07; 82k 


(2) The acceptance by any province of the moneys granted by 
Parliament for the payment of old age pensions shall be subject to 
the conditions that the Governor in Council shall have authority to 
order an examination, inspection and audit of all expenditures of 
such moneys in the province and the accounts with respect thereto, 
and that the province shall permit the inspection in such examination 
of all papers and documents relating to such payments. 1931, c. 42, © 
Saal. 


(3) This section shall come into force on the thirty-first day of 7 
duly, -sLO31 103 koe 342 eae xls 


be specified in such agreement. 


4, Every agreement made pursuant to this Act shall continue in © 
force so long as the provincial statute remains in operation or until — 
after the expiration of ten years from the date upon which notice of 
an intention to determine the agreement is given by the Governor 
General to the Lieutenant- Governor of the province with which the 
same was made. / 


5. Before any agreement made pursuant to this Act comes into 
operation the Governor in Council shall approve the scheme for the | 
administration of pensions proposed to be adopted by the province, — 
and no change in such scheme shall be made by the province without ~ 
the consent of the Governor in Council. | q 


6. As soon as agreements under this Act have been made with © 
two of the provinces adjoining the Northwest Territories, the Com- — 
missioner of the said territories may submit to the Governor in | 
Council for approval a scheme for the administration and payment — 
of pensions therein, and upon the approval of such scheme, the same — 
shall stand, in all respects other than its duration, in the same posi- — 
tion as an agreement with a province. 4 


7. All sums of money payable to any province in pursuance of — 
any agreement made under this Act, shall be paid from time to time — 
by the Minister of Finance on the certificate of the Minister out of — 
unappropriated moneys in the Consolidated Revenue Fund, and all 
such payments shall be subject to and made under the conditions 
specified in this Act and the regulations. 1947, c. 67, s. 3. a 


ve 


8. (1) Pursuant to an agreement made with a province under 
section three of this Act, the Government of Canada will contribute 
in respect of each person in receipt of pension from such province an — 
amount not to exceed seventy-five per centum of forty dollars 
monthly or of the amount paid by such province monthly, wie q 
is the lesser, for pension to each such person, if such person 

(a) at the date of the proposed commencement of pension 
(i) has attained the age of seventy years, and a 
(ii) has resided in Canada for the twenty years immediately 

preceding the said date or if he has not so resided, has : 


- 


+= 
pt 


(1i1) 
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been present in Canada prior to such twenty years for 


an aggregate period equal to twice the aggregate period 
of absences from Canada during such twenty years, and 


is not an Indian as defined by the Indian Act; and 


(6) is not in receipt of a pension pursuant to section eight a of 
this Act or an allowance under The War Veterans’ Allowance 
Act, 1946; and 


(c) is 


(1) 
(11) 


(111) 


an unmarried person and his income inclusive of pension 
is not more than six hundred dollars a year, or 

married to and living with a sighted spouse, and the 
total income of such person and his spouse inclusive of 


. pension is not more than one thousand and eighty dollars 


& year, or 
married to and living with a blind spouse and the total 


income of such person and his spouse inclusive of pen- 


sion, is not more than twelve hundred dollars a year. 
1947, c. 67, s. 4; 1949, c. 19, s. 1. 


2. The receipt of a pension shall not by itself constitute a dis- 
qualification from voting at any provincial or municipal election. 


8a. Pursuant to an agreement made with a province under 
section three of this Act, the Government of Canada will contribute 
in respect of each person in receipt of pension from such province an 


amount not 


to exceed seventy-five per centum of forty dollars 


monthly or of the amount paid by such province monthly, whichever 


is the lesser, 


for pension to each such person, if such person 


(a) at the date of the proposed commencement of pension 


(1) 
(11) 
(111) 


(iv) 


is blind, and 

has attained the age of twenty-one years, and 

has resided in Canada for the twenty years immedia- 
tely preceding the said date or if he has not so resided, 
has been present in Canada prior to such twenty years 
for an aggregate period equal to twice the aggregate 
period of absences from Canada during such twenty 
years, and 

is not an Indian as defined by the Indian Act; and 


(b) is not in receipt of a pension pursuant to section eight of 
this Act, or a pension in respect of blindness under the Pen- 
sion Act, or an allowance under The War Veterans’ Allow- 
ance Act, 1946; and 


(c) is 


(1) 
(11) 


(111) 


an unmarried person, without a dependent child or 
children, and his income inclusive of pension is not more 
than seven hundred and twenty dollars a year, or 

an unmarried person with a dependent child or children, 
and his income inclusive of pension is not more than 
nine hundred and twenty dollars a year, or 

married to and living with a sighted spouse and the 
total income of such person and his spouse inclusive of 
pension isnot more than twelve hundred dollars a year, 
or 


R.S., ¢. 98. 


1946, c. 75. 


Allowable 
income. 


Pensioners 
not to be 
disqualified 
from voting. 
Pensions 

to blind 
persons. 


R.S., c. 98. 


1946, c. 75. 


Allowable 
income. 
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Pensioner 

or spouse 
making 
assignment 

or transfer 

of property 
for purpose of 
qualifying. 


Recovery of 
payments by 
province. 


Dominion 
Government 
deductions 
where 
province 
recovers 
payments. 


Payable 
monthly in 
arrears and 
during 
lifetime. 
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(iv) married to and living with a blind spouse, and the 
total income of such person and his spouse inclusive of 
pension is not more than thirteen hundred and twenty 
dollars a year. 1947, c. 67, s. 5; 1949, c. 19, s. 1. 


9. (1) The contributions to be made by the Government of 
Canada pursuant to section eight or eight a of this Act in respect of 
a pensioner shall be subject to the condition that when it appears to ~ 
the pension authority that any pensioner or his spouse has made an _ 
assignment or transfer of property for the purpose of qualifying the _ 
pensioner for pension or for a larger pension than he is otherwise — 
entitled to, the pension authority shall : 

(a) defer the payment of pension until such property is re- — 
assigned or transferred to the pensioner or spouse, as the ~ 
case may be, or until such time as the value of the interest — 
that the pensioner or the spouse had in such property is | 
exhausted at a rate calculated in manner provided by — 
regulation; or a 
take into account in determining the amount of pension, if — 
any, that such pensioner should receive, the income derivable _ 
from such property as if the assignment or transfer had not 
been made. 


(2) An agreement made pursuant to section three of this Act — 
shall include an undertaking by the province that the pension ~ 
authority will be authorized to recover out of the estate of any 
deceased pensioner, as a debt due by the pensioner, the sum of the ~ 
pension payments made to such pensioner from time to time and such ~ 
agreement shall specify the circumstances under which recovery of — 
such debt shall be made but shall provide that no claim shall be — 
made for the recovery of any such debt directly or indirectly out of — 
any part of the pensioner’s estate which passes by will or on an © 
intestacy to any other pensioner or to any person who has, since ~ 
the grant of such pension or for the last three years during which 
such pension has continued to be paid, regularly contributed to the a 
support of the pensioner by the payment of money or otherwise to an > a 
extent which, having regard to the means of the person so having | 
contributed, is considered by the pension authority to be reasonable. ; 


(3) Notwithstanding anything in this Act, where a province — 
recovers any pension payments from a pensioner or his estate, neal 
Government of Canada may deduct from the amounts it is otherwise : 
required to contribute under sections eight and eight a of this Act — 
an amount that is in the same ratio to the amount so recovered as the © 
total amounts contributed by the Government of Canada in respect — 
of pension payments made by the province to that pensioner is to the — 
total of such pension payments, and an agreement made pursuant — 
to section three of this Act shall include an undertaking by the © 
province that it will furnish to the Government of Canada quarterly 
reports of all amounts so recovered. 1947, c. 67, s. 5. } 


10. The pensions in respect of which the Government of Canada i 
may contribute under this Act shall be payable monthly in arrears: 
and during the lifetime of the pensioner, except that where a pensioner 
dies after the day on which his application is approved and it is 
shown to the satisfaction of the pension authority that any person has 
supplied goods or performed services for or on behalf of such pensioner 

cae 
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for which no payment has been made and for which payment can 
not otherwise be made, and the pension authority calculates the st 
amount of pension from the time it would otherwise cease to be pay- 5 
able to the day of death, and pays the amount of pension so calculated ca 
to such person, the Government of Canada will contribute under this ty 


Act in respect thereof. 1947, c. 67, s. 6. 4 


11. Application for pension shall be made to the pension Appin 
authority of the province in which the pensioner is resident and an recor) 
agreement made with a province under section three of this Act shal] where pen- 
provide that the pension authority of such province will deal with “7 "4 
such application in manner prescribed by regulation and, if satisfied 
that the pensioner is eligible therefor, may grant pension to such 
pensioner. 1947, c. 67, s. 6. 

12. An agreement made with a province pursuant to section Transfer of 
three of this Act shall provide that such province will pay the pension Padenc. 
of any pensioner who transfers his permanent residence to that 
province. 1947, c. 67, s. 6. 

13. In an agreement made with a province pursuant to section Reimburse- 
three of this Act the province shall agree that where a pensioner, sate Yah» 
during the last one thousand and ninety-five days that he was present residence. 
in Canada prior to reaching pensionable age or prior to making appli- 
cation for pension, whichever is the later, was present in such province 
for a greater number of days than in any other province, such prov- 
ince will reimburse any other province that is paying the pension, to 
the extent of twenty-five per centum of forty dollars monthly or of 
the amount of pension granted, whichever is the lesser. 1947, c. 67, 

s. 6; 1949, ¢. 19, s. 1. 


14. Where the pensioner, after the grant of a pension, transfers And in 
his permanent residence to another province with which no agreement °"* 
under this Act is in force, the pension shall continue to be paid by 
the province in which the pension was granted. 


15. Where a pensioner, after the grant of a pension, transfers Effect of 
his residence to some place out of Canada, his pension shall cease, but Pviveer® 
his right thereto shall revive upon his again becoming resident in Canada. 

g p 


Canada. 
16. No pension shall be subject to alienation or transfer by the Fepsion not 
pensioner, or to seizure in satisfaction of any claim against him. ated or 
charged. 


17. The Minister shall, as soon as possible after the termination 4.491 report 
of each fiscal year, submit a report to Parliament covering the to | 
operation for that year of the agreements made pursuant to section Parliament. 
three of this Act and of the moneys of Canada paid to the province 
under each of the said agreements. 1947, c. 67, s. 7. 


EVIDENCE 


18. Any pension authority shall have the right for the purpose Obtaining | 
of ascertaining the age of any pensioner to obtain without charge, eae 
(a) from the registrar of vital statistics or other like officer of pensioner. 
any province with which an agreement under this Act is in 
force a certificate of the date of the birth of such pensioner, 


or 
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(b) subject to such conditions as may be specified in the regula- 4 


Regulations. 


19. (1) The Governor in Council may make regulations, not — 
inconsistent with this Act, for carrying out the purposes and pro- — 
visions of this Act, and without limiting the generality of the fore- 
going may make regulations providing for (1947.56.06 (acerss) 


(a) the time preceding the attainment of pensionable age at — 


(b) 


(c 


) 


(d) 


(e 


(m 


(p 


) 


— 
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/ 


tions made under this Act, from the Dominion Bureau of — 
Statistics, any information on the subject of the age of such — 
pensioner which may be contained in the returns of any 
census taken more than thirty years before the date of the - 
application for such information. . 


REGULATIONS 


which applications for pension may be made; 


the time at which, after application therefor, the payment — 
of pension shall commence; 4 a 
the definition of residence and of the intervals of absence ! 
from Canada or a province by which residence therein shal] 7 
not be deemed to have been interrupted ; , 


the evidence to be required or -accepted by a pension — 
authority in support of an application for pension; a 
the manner in which the income of a pensioner is to be — 
determined for the purpose of this Act and in particular — 
the mode of reckoning the income of either one or two 
spouses who live together; 
the evidence from which the making of transfers of property — 
for the purpose of qualifying for pension is to be inferred; — 
the circumstances in which pensions may be paid for the — 
benefit of persons supported or under treatment in public © 
institutions; . 3 
the mode in which pensions are to be payable; 

the time within which a pension voucher may be cashed; 


the persons by whom pension vouchers may be presented | 
for payment; . 


~ 


the circumstances justifying or requiring the suspension of A 
the payment of a pension and the recommencement of its — 
payment; a 
the reports to be made by pensioners and others of events — 
affecting the right to or the amount of a pension; “a 
the administration of a pensioner’s property by a pension © 
authority ; : 
the recovery with or without interest of pension payments’ 


made by reason of the non-disclosure of facts or by reason — 
of innocent or of false representations; 


the time within which and the circumstances under which 
applications or proposals may be entertained for the increase ¥ 
or reduction of a pension which has been granted; 


the method of accounting and of the settlement of balances — 
due by Canada to any provinee or by one province to- 
another; ae 
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C (q) the penalties to be imposed for breaches of the regulations, 
such penalties not to exceed a fine of fifty dollars or 
_ imprisonment for three months, or both fine and imprison- 
: ment; 


(r) the constitution and powers of an interprovincial board to 
interpret and recommend alterations in the regulations; 


(s) the interpretation of the expression “is so blind as to be 
unable to perform any work for which eyesight is essential’; 
bat, C. 13,.8)47 


(t) the medical examination and other evidence necessary to 
establish that a person is so blind as to be unable to 
perform any work for which eyesight is essential; 1937, c. 13, 


s. 4; 

(w) the definition for the purposes of this Act of the words 
“married,” “unmarried,” “widower,” “widow.” 1937, 
Cro, 8, 4, 


(2) No regulation by reference to which any agreement with a Alteration 
province has been made shall be altered except with the consent of net 
such province or in accordance with the provisions of the regula- 
tions to which it has agreed. 


f their publication in the Canada Gazette, have the same force and ena 
ffect as if they had been included herein. effect. 
: 2. Such regulations shall be presented to Parliament forthwith 
after their publication if Parliament is then sitting or, if not, within 
fteen days from the commencement of the session beginning next 


after such publication. 


: 20. All regulations made under this Act shall, from the date When 


| 
[ 
| 


| 


63928—34 


. + 


Li 


i 
it * 


OLD AGE SECURITY 1323 


The Old Age Pensions Regulations 


Regulations made and established by Order in Council, P.C. 1860 
dated April 29, 1948, under the authority of the Old Age 
Pensions Act, Chapter 156, Revised Statutes 
of Canada, 1927. 


Part I 
GENERAL 


Short Title 


1. These Regulations may be cited as The Old Age Pensions 
Regulations. 


Interpretation 


2. (1) In these Regulations, unless the context otherwise requires, 


(a) “Act” means the Old Age Pensions Act: 

(b) “application” means application for a pension in the form 
prescribed by the pension authority and as required by these 
Regulations; 

(c) “applicant” means a person who is resident in Canada and who 
makes application for a pension, and who, in the case of an 
applicant for an old age pension, alleges that he has reached the 
age of sixty-nine years and six months, or, in the case of an 
applicant for a pension in respect of blindness, alleges that he 
has reached the age of twenty years and six months and that he 
is blind; 

(d) “lodge” means to be present in person; 

(e) “self-contained domestic establishment” means a dwelling house, 
apartment, or other place of residence in which the applicant or 
his dependent ordinarily sleeps and has his meals and which 
contains at least one bedroom; ! 


Provision as to Notices 


3. (1) Any notice or other document required or authorized to. be 
sent or delivered for the purpose of these Regulations shall be in writing. 


(2) Any notice or other document required or authorized to be sent 
or delivered to any person by the pension authority for the purpose of 
these Regulations shall be deemed to be duly sent or delivered at the 
time at which the notice or document is posted to that person at his 
ordinary address. 
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Application 


4. (1) Application shall: be deemed to have been made only when 
an application completed by the applicant (or, where the pension authority 
is satisfied that the applicant is unable to complete the application on 
account of physical infirmity or mental illness or for any other valid 
reason an application completed by some responsible person on behalf 
of the applicant) is actually received in the office of the pension authority 
for the province in which the applicant is resident. 


(2) Without restricting the right of the pension authority to prescribe 

the form or contents of an application, an application shall state: 

(a) the full name of the applicant including, in the case of a married 
woman, her full maiden name, and, in the case of an applicant 
who has changed his name, the name before such change was 
made; 

(6) the present address of the applicant, place and date of birth 
(including the place and date of birth of the spouse) and place 
or places of residence during the twenty years preceding the — 
date of application; 

(c) particulars as to the sex and marital status of the applicant 
including, in the case of a blind, unmarried person with a 
dependent child or children, the names and ages of such children 
and, in the case of a married person, whether such person is 
living with his or her spouse and whether such spouse is sighted 
or blind; . 

(d) the occupation, income and means of subsistence of the applicant 
and spouse; 

(e) particulars of any real or personal property owned by the 
applicant or spouse at the date of application, and particulars 
of any personal property exceeding the total value of five hundred 
dollars and of any real property which the applicant or spouse 
transferred to any person or persons within the five years preceding _ 
the date of application. . 


(3) The application shall be supported by a statutory declaration of 
the applicant or person making application on behalf of the applicant to 
the effect that all the statements in the application are true to the best 
of his knowledge and belief and that no information required to be given 
has been concealed or omitted. 


(4) Every pension authority shall supply, without charge, a form of 
application to any person who desires to make an application and, if so 
requested, shall give all information and assistance in completing the 
application; such form of application shall include a quotation of sub- 
sections five and six of this section. 


(5) No person shall knowingly obtain or receive a pension that he is 
not under the Act and these Regulations authorized to obtain or receive 
and no person shall knowingly aid or abet another person to obtain or 
receive a pension that such other person is not under the Act and these 
Regulations authorized to obtain or receive. 


(6) Every person who violates subsection five of this section is cuilty 
of an offence and liable on summary conviction to a fine not exceeding 
fifty dollars or to imprisonment for a term not exceeding three months or — 
to both such fine and imprisonment. | 
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Investigation of Claims 


5. (1) The pension authority shall, in respect of each application, 
cause an investigation to be made into the facts and circumstances as 
therein set out and such other matters as may be necessary to determine 
the eligibility of the applicant for a pension and, if the applicant is so 
eligible and such investigation was made not sooner than four months 
before the date of the proposed commencement of the pension, shall 
determine the rate of pension payable and shall thereupon approve the 
application accordingly. 


i. (2) Where an application has been so approved and a pension is 
| being paid, the pension authority shall, each year during the lifetime of the 
: pensioner, cause an investigation to be made into the circumstances of 
the pensioner and the use to which the pension is being put to determine 
whether such pensioner continues to be eligible for pension and the 
amount thereof. 


(3) Before altering the rate of pension being paid to the pensioner 
or before suspending or reinstating a pension which has been suspended, 
the pension authority shall cause an investigation to be made into the 
| circumstances of the pensioner; provided that in any individual case the 
| pension authority may, in lieu of such investigation, make such inquiry 
| and obtain such information as it deems adequate. 


(4) The reports of any investigation shall be filed with the application 
and shall be available at any time for inspection by officials of the Govern- 
ment of Canada. 


(5) An investigation required by this section shall be made by an 
| investigator in the employ of the pension authority or the provincial 
: government or by any other agency recommended by the pension authority 
and approved by the Minister, and such investigator or a representative 
_ of.such agency shall, in the course of such investigation, personally interview 
: the applicant or pensioner as the case may be. 


(6) All applications and accompanying documents received by any 
person other than the pension authority shall be forwarded to the pension 
authority and no person other than the pension authority shall approve or 
reject any application or alter the rate of pension. 


Age 


6. (1) For the purpose of enabling the pension authority to consider 
the eligibility of an applicant as regards age, the applicant shall forward to 
the pension authority a certificate of birth or of baptism, or, if neither 
certificate is obtainable, shall forward any other documentary evidence 
that he may have or be able to obtain from which his age may be 
determined. 


(2) If the pension authority is satisfied that the applicant is unable 
to furnish satisfactory evidence as to his age as provided in subsection 
one of this section, the pension authority shall endeavour to obtain informa- 
tion from other sources and, in the case of an applicant who alleges he 
was born in Canada, the pension authority shall, if records for the period 
in question are available in the province where he alleges he was born, 
first request the registrar of vital statistics in that province to make a 
search for information as to his age. 


l 
f 
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(3) If the pension authority is unable to obtain information as 
provided in subsections one and two of this section it shall request the 
Dominion Bureau of Statistics to make a search of the census records 
for information as to the age of the applicant, subject to the following: 


(a) a request for census information by a pension authority shall be 
made with the consent in writing of the person regarding whom 
the information is required; 


(b) the specific locality (city, town, village, township or rural 
municipality) in which the applicant resided at the date of the 
census aforesaid shall be stated in the request; and 


(c) any information supplied by the Dominion Bureau of Statistics 
shall be confidential and shall not be used for any other purpose 
than that of the administration of the Act. 


(4) If, after thorough search and enquiry, the pension authority 
is unable to obtain from the applicant, or elsewhere, sufficient evidence as 
to his age in accordance with subsections one, two and three of this section, 
it may take into account such evidence as it may be able to obtain for 
the purpose of establishing the age of the applicant. 


(5) Notwithstanding anything in this section the pension authority 
shall not be bound to accept any document or evidence as final and 
conclusive of the facts therein given or contained and any document or 
evidence submitted to or obtained by the pension authority as proof of 
age shall be rebuttable at any time. 


Marital Status 


7. For the purpose of enabling the pension authority to consider the 
eligibility of an applicant as regards marital status, the pension authority 
may accept a certificate of marriage or, if no such certificate is procurable, 
such other evidence as it deems satisfactory. 


~ Residence 


8. For the purpose of enabling the pension authority to consider the 
eligibility of an applicant as regards residence in Canada or in a province, 
the pension authority may take into account, together with any other 
evidence that it may be able to obtain, a statutory declaration made by 
any reliable and disinterested person, other than the applicant, covering 
such facts as to which such person has personal knowledge. 


9. (1) Intervals of absence of an applicant from Canada during the 
twenty years immediately preceding the date of the proposed commence- 
ment of pension which are of a temporary nature and which when totalled 
and averaged do not exceed sixty days per year shall be deemed not to 
have interrupted the residence in Canada of such applicant durig such 
period. The provisions of this subsection shall not apply in respect of 
cases coming within the provisions of subsections (2), (3) and (4) of this 
section. | 

(2) If an applicant, while a resident of Canada, has temporarily 
absented himself therefrom for the purpose of engaging in 

(a) employment on a ship or on a fishing boat; 


(6b) employment on trains running out of Comat operated by any 
railway company having its head office in Canada; 
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(c) seasonal employment, such as lumbering or harvesting, for not 
more than six months in any one year; 

(d) employment by or as a representative of a Canadian firm or 

~ corporation, or while he was himself a member of such a firm; 

(e) employment by the United Nations Relief and Rehabilitation 
Administration or by United Nations or one of its specialized 
agencies; or 

(f) missionary work with any religious group or organization 


and, at the termination of such employment, he returned to Canada, he 
shall be deemed to have continued to reside in Canada during such 
absence if, during the period thereof, he had in Canada a permanent 
place of abode to which, whenever he was absent therefrom, he had the 
intention of returning, or he maintained in Canada, a self-contained 
domestic establishment. ) 


(3) If an applicant, while a resident of Canada, has temporarily 
absented himself therefrom 

(a) while he was employed and paid by the Government of Canada, 
or by the government of any province; or 

(6) during the first or second world war while he was a member of 
the forces of any country allied with Canada or was engaged in 
work in connection with the prosecution of any such war for 
Canada or its allies 


and at the termination of his duties abroad he returned to Canada he shall 
be presumed to have continued to reside in Canada during such absence. 


(4) An applicant who is a married woman or a widow and who was 
absent from Canada with her husband while he was absent from Canada 
in any of the circumstances provided for by subsection two or three of 
this section, shall, during the period of such absence with him, be deemed 
to have continued to reside in Canada during such absence. 


Income 

10. In determining income for the purpose of the Act the pension 
authority shall in each case take into account the amount or value of all 
income and contributions received, whether in cash or in kind, other than— 

(a) mothers’ allowances paid pursuant to provincial legislation; 

(b) family allowances paid pursuant to the Family Allowances Act, 

; 

(c) cost of living allowances or supplemental allowances paid by any 
province to persons in receipt of pensions under the Act; 

pay allotted or assigned by a member of the naval, military 

or air forces of Canada, serving on active service, where no 

dependents’ allowance has been awarded in respect of the 
pensioner or the spouse of such pensioner; 

(e) direct relief in an amount considered reasonable by the pension 
authority if paid out of moneys provided only by the municipality 
or the province in which the pensioner resides, or by both; 

(f) casual gifts of small value; 

(g) contributions other than for ordinary maintenance to pensioners 
who require special care; and 


(d 


Nee” 
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>. 
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(h) any amount considered reasonable by the pension authority 
received by @ pensioner in receipt of a pension in respect of 
blindness under the Act for the purpose of obtaining the services 
of a guide. 


11. For the purpose of reckoning the value of the income received by 
a pensioner (or in the case of a married pensioner living with his spouse, 
by the pensioner and his spouse) from any interest in real or personal 
property, other than that specified in section ten of these Regulations, 
whether the pensioner or his spouse acquired the interest prior to making 
the application or subsequent thereto; 
(a) the pension authority shall, in the case of real property, 
(i) that is used exclusively as a residence or shelter by the 


(11) 


pensioner, consider as income an amount that, in the ‘opinion 
of the pension authority, 1s fairly equivalent to the amount 
that the pensioner might reasonably be expected to pay for 
rent, but in fixing such amount the pension authority may, 
in its discretion, deduct all or any part of the cost of maimtain- 
ing such property other than any payment of principal on 
any mortgage or agreement for sale thereon; 

that is not used exclusively as a residence or shelter by 
the pensioner, consider ,as income the net revenue that, in 
the opinion of the pension authority, such property should 
or might reasonably be expected to yield, and, if such property 
is revenue bearing, the pension authority may accept as the 
value of the income thereon the net revenue therefrom, after 
deducting reasonable and necessary expenses of maintaining 
such property, other than any payment of principal on any 
mortgage or agreement for sale thereon, if satisfied that such 
net revenue is fair and reasonable; 


(6) the pension authority shall, in the case of personal property, 


(1) 


(11) 


where the pensioner is not living with a spouse, consider as 
income the amount of an Immediate Canadian Government 
Annuity, Ordimary Life Plan, payable monthly, purchasable 
with the proceeds of such personal property and calculated 
as of the actual age of such pensioner or seventy years, 
whichever is the jower; 

where the pensioner is living with a spouse, consider as income 
in respect of each spouse the amount of annuity purchasable 
with the proceeds of the personal property of each spouse 
respectively and calculated as of the actual age of each or 
the age of seventy years, whichever is the lower; 


(i) the expression “personal property” as used in this section, 


shall, in the case of a pensioner not living with a spouse, 
mean personal property which exceeds two hundred and 
fifty dollars in value; and, in the case of a pensioner who is 
living with a spouse, means one-half: the total value of the 
personal property jointly and severally owned by them, 
which exceeds two hundred and fifty dollars in value. 


12. (1) Subject as in this section provided, where the pensioner could 


purchase an 


annuity with the proceeds of personal property but fails to 


do so, the amount of annuity calculated as provided in paragraph (b) of 
section eleven of these Regulations shall be considered as annual income 
during the life of the pensioner. 
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(2) Where the pension authority has obtained satisfactory evidence 
that the value of the personal property of the pensioner (or in the case of 
a married pensioner living with his spouse, of the pensioner and his spouse) 
has been reduced by payment of medical, nursing or hospital accounts 
for the pensioner or his spouse or funeral expenses of the spouse, the 
pension authority may, in its discretion, reduce the value of such personal 
property at that time by the amount of such accounts and recalculate the 
annual income as provided by paragraph (b) of section eleven of these 
Regulations. 


(3) Where the pensioner while not in receipt of pension, utilizes 
personal property for living expenses for himself and his spouse, if any, 
the pension authority may, in its discretion, reduce the value of such 
personal property annually by an amount not in excess of the maximum 
income that such pensioner would otherwise be entitled to receive under 
the Act and, at the time pension is reinstated, recalculate the annual 
income as provided by paragraph (b) of section eleven of these Regulations. 


(4) Where the pensioner or his spouse re-converts into real property 
for use exclusively as a residence or shelter by the pensioner, personal 
property derived from the sale of real property held at the time pension 
was granted, the pension authority may, in lieu of calculating as income 
of such pensioner the annuity value of the personal property so re-converted 
as provided in these Regulations, consider as income an amount that, in 
the opinion of the pension authority, is fairly equivalent to the amount 
that the pensioner might reasonably be expected to pay for rent therefor 
less any deductions therefrom that the pension authority considers should 
be made for all or any part of the cost of maintaining such property other 
than any payment of principal on any mortgage or agreement for sale 
thereon. 

Transfer of Property 


13. (1) When the applicant or his spouse has made any assignment 
wr transfer of property exceeding in value five hundred dollars within 
the five years preceding the date of application, the pension authority shall 
require the applicant to furnish all available Information with respect to 
such assignment or transfer of property and from the evidence furnished 
shall determine whether or not such assignment or transfer was an assign- 
ment or transfer for the purpose of qualifying the applicant for pension 
or for a larger pension than he would otherwise be entitled to receive. 


(2) Any assignment or transfer within the provisions of subsection 
one of this section shall, in the absence of evidence to rebut the presumption, 
be presumed to have been made for the purpose of qualifying the applicant 
for a pension or for a larger pension than he would otherwise be entitled 
to receive. 


(3) When the pension authority is satisfied that an assignment or 
transfer was made for the purpose of qualifying the applicant for a pension 
or for a larger pension than he would otherwise be entitled to receive, the 
rate at which the value of the interest that the pensioner or his spouse 
had in such property is to be exhausted, as provided in section 9 (1) (a) 
of the Act, shall be the amount of the maximum income allowable to such 
applicant under the Act. 


When Pension Shall Commence 


14. (1) Every pension shall commence on the first day of the month 
following the month in which the application is approved; provided that 
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where such approval is given after the last day of the month in which the 
application was received by the pension authority and delay in approval 
has resulted from circumstances beyond the control of the applicant, the 
pension authority may, in its discretion, declare that such approval shall 
be effective as of an earlier date which shall, in no case, be prior*to the 
first day of the month following the month in which the application was 
received by the pension authority, or the first day of the month following 
the month in which the applicant, in the case of an application for old 
age pension, attains the age of seventy years (or, in the case of an appli- 
cation for pension in respect of blindness, attains the age of twenty-one 
years) whichever is the later. 

(2) Where a pension is suspended at the request of the pensioner, the 
pension shall not be reinstated prior to the date on which the pensioner 
requests reinstatement. 

(3) Except in the case of a pensioner in receipt of pension in the 
Northwest Territories no pension shall be paid for any period of more 
than one month during which the pensioner is receiving direct relief out 
of moneys provided in whole or in part by Canada. 


Manner Payable 


15. Pensions shall be payable monthly in arrears and shall be paid 
by cheque in the form approved by the pension authority. 


Incapacity of Pensioner 


16. (1) In the event of the incapacity of any pensioner through 
infirmity, illness or any other cause, or, if the pension authority considers 
that the pensioner is using or is likely to use his pension otherwise than 
for his own benefit, the pension authority may pay the whole or any part 
of the pension of such pensioner to a trustee or trustees appointed by such 
pension authority to be expended for the benefit of the pensioner. 

(2) Any such trustee or trustees appointed by such pension authority 
may resign or be removed by the pension authority and the pension 
authority may appoint another trustee or trustees in the place of the trustee 
or trustees resigned or removed. 

(3) Any trustee so appointed shall, when required by the pension 
authority, make returns showing the amount of the pension received, the 
amount that has been expended for the benefit of the pensioner and the 
balance remaining in the hands of the trustee. 

(4) Where a pensioner is being maintained in any institution appointed 
as trustee for the pensioner, the pension authority shall pay to such institu- 
tion.the whole or such proportion of the pension as is considered by the 
pension authority to be a reasonable sum for the maintenance of the 
pensioner and may require the institution to make available to the pensioner 
therefrom a sum which it considers a reasonable amount for his 
personal use. 


Suspension of Pension 


17. (1) The payment of a pension shall be suspended 


(a) during the absence of a pensioner from Canada; provided that 
the pension authority may continue the payment of pension for 
any period of absence not exceeding ninety days in any calendar 
year where, in the opinion of the pension authority, the cir- 
cumstances warrant such payment: 
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(6) during any imprisonment exceeding thirty days of a pensioner 
convicted of an offence; 

(c) during the confinement of a pensioner as a public charge in any 
public mental institution; 


(d) during the period that a pensioner fails to comply with the provi- 
sions of the Act and these Regulations, or fails to furnish to the 
pension authority any information that he is required to furnish. 


(2) A pension authority shall recover from a pensioner any sum 
improperly paid by way of pension whether such sum was paid as the 
result of non-disclosure of facts, misrepresentations or any other cause, 
and, if the pension authority is unable to recover the whole of such sum, 
the pension authority shall suspend the payment of the pension of such 
pensioner until the aggregate amount of the suspended payments equals 
the sum improperly paid less any amount that has been recovered prior to 
such suspension; where the pensioner has not been guilty of fraud or 
misrepresentation the pension authority, in its discretion, may reduce the 
pension by an amount of not less than five dollars each month, so that, 
in a period not exceeding thirty-six months, the pension authority will 
recover the amount of such overpayment, but in the event of the death of 
the pensioner prior to such recovery, the pension authority shall file a 
claim against the estate of the pensioner, if any, for any balance at that 
time remaining unpaid. 

(3) If, after the granting of a pension, a pensioner or his spouse 
makes any assignment or transfer of real or personal property without the 
approval of the pension authority, the payment of his pension may be 
suspended until the value of the equity of the pensioner in the real or 
personal property assigned or transferred has been exhausted at the rate 
of the maximum income allowable to such pensioner under the Act. 


Increase or Reduction of Pension 


18. Every pensioner shall forthwith report to the pension authority 
any change in his financial condition or in the financial condition of his 
spouse. 


19. Any pensioner who desires to apply for an increase of pension 
to which he may be entitled under the Act, shall notify the pension 
authority and shall furnish all necessary information. 


Management of Pensioner’s Property 


20. Any pension authority may, if so authorized by law of the 
province, and with the consent of the pensioner, assume the management 
of any property belonging to the pensioner. 


21. The amount recovered by a pension authority from a pensioner or 
from the estate of a deceased pensioner in respect of any pension shall 
be distributed among the province granting the pension, Canada and any 
other province which has reimbursed the province granting the pension, 
in accordance with the amount of any such pension borne by each of 
them. 

Accounting 


92. Any sums due by Canada to any province in settlement of 
Canada’s share of the net amount expended by any province in the payment 
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of pensions shall be. ascertained as of the last day of March, June, 
September and December, shall be audited by the provincial auditor and 
shall be paid on the certificate of the provincial auditor as soon there- 
after as possible, subject to final audit by officials of the Government of 
Canada. 


23. In calculating the amount due by Canada to any province no 
account shall be taken of any sums that, under the provisions of the Act, 
such province is liable to reimburse another province or to be reimbursed by 
another province in respect of a pension granted therein or in such other 
province, nor shall any account be taken of the cost of administering or 
paying pensions. 


24. In calculating the amount in respect of which any province is 
entitled to be reimbursed by another province under the provisions of the 
Act, regard shall be had only to the net amount of the pension paid by the 
province to be reimbursed after deducting therefrom the amount payable 
by Canada on account of such pension. 


25. Balances due by one province to another province under the 
provisions of the Act shall be settled quarterly as of the same date as the 
sums due by Canada are payable from time to time. 


26. The Minister charged with the administration of the Act may, at 
any time, require the province to furnish information, detailed or otherwise, 
in connection with statements of account rendered by the province, and 
shall have authority to order an examination, inspection and audit of all 
expenditures under the Act in any province, and the accounts with respect 
thereto, and the province shall permit the inspection in such examination 
of all papers and documents relating to pensions payments. 


Interprovincial Board 


27. The Governor in Council may appoint an interprovincial board 
to interpret and recommend alterations in the Regulations. 


Part II 


Pensions for Blind Persons 


28. An applicant or other person shall be deemed to be blind only 
when the visual acuity of such applicant or other person, after correction 
through the use of proper refractive lens, is not more than 6/60 Snellen 
or the field of vision in each eye is reduced to less than ten degrees. 


29. ‘The pension authority forthwith after the investigation required 
by subsection one of section five of these Regulations is made and before 
approving the application, if it is satisfied that the applicant fulfills the 
conditions set out in sub-paragraphs (ii), (ii) and (iv) of paragraph (a), 
paragraphs (6) and (c) of section 8A and subsection (1) of section 9 of 
the Act, shall forward to the Minister the full name and address of the 
applicant and shall certify that the applicant has fulfilled such conditions. 


30. (1) Upon receipt of the information as provided in section twenty- 
nine of these Regulations, the Minister, except as provided in section 
thirty-one of these Regulations, shall instruct the pension authority to 
have the applicant medically examined. } 
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_ (2)-The pension authority shall thereupon arrange with an oculist, 
who has been approved by the Minister, for the examination of the applicant 
and shall notify the applicant accordingly. The expenses of such examina- 
tion, other than the cost of transportation and living expenses of the 
applicant incidental to such examination, may be paid out of moneys 


me appropriated therefor by Parliament. 


(3) The oculist shall conduct an examination in accordance with 
these Regulations and any instructions given by the Minister to whom he 
shall forward a report thereof on forms provided for that purpose. 


(4) The Minister shall, upon receipt of such report, issue a certificate 
and shall forward the same to the pension authority; the certificate shall 
state inter alia 


(a) whether or not the applicant is blind within the meaning of the 
Old Age Pensions Act and Regulations; 


(6b) whether or not the applicant is likely to continue to be blind 
By the meaning of the Old Age Pensions Act and Regulations; 
an 

(c) the times at or before which additional medical examinations, 
if any, should be made to ascertain that the applicant continues 
to be blind within the meaning of the Old Age Pensions Act and 
Regulations. 


(5) The pension authority, upon receipt of a certificate which certifies 
that the applicant is blind within the meaning of the Act and Regulations, 
may thereupon determine the rate of pension payable and approve the 
application in accordance with subsection one of section five of these 
Regulations; provided that if the pension authority is not satisfied that 
the applicant is blind within the meaning of the Act and Regulations, it 
may, notwithstanding the certificate, refuse to approve such application 
but shall, in such event, advise the Minister giving the reasons therefor. 


31. Where the Minister has received’ satisfactory information that 
the applicant is blind within the meaning of the Act and Regulations he 
may dispense with the examination required by section thirty of these 
Regulations and forthwith issue the certificate as provided by subsection 
four thereof. 


382. No pension shall be granted or paid until the Minister has 
certified that the applicant is blind within the meaning of the Act and 
Regulations. 


33. No pension which has been suspended for a period in excess of 
six months shall be reinstated without first obtaining a certificate under 
section thirty or thirty-one of these Regulations. 


34. The Minister may, at any time, require an applicant or pensioner 
to report for medical examination and to furnish such information as he or 
the pension authority may from time to time require. 


35. No pensioner shall solicit alms and an applicant or pensioner 
who is found to have solicited alms may, in addition to any other action 
authorized by these Regulations, be required to furnish an undertaking 
to desist from soliciting alms in the future. 


36. For the purpose of determining the age of a child of a pensioner, 
regard may be had to the documents or other evidence mentioned or 
referred to in section six of these Regulations. 
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37. For the purpose of determining whether a child of a pensioner is 
prevented from earning a livelihood by reason of physical or mental _ 
incapacity, the pension authority shall be guided by a certificate of a duly | 9 
qualified medical practitioner. oa arnt 


38. (1) Any person receiving an old age pension under the Act may 
apply for a pension in respect of blindness in lieu of such old age pension. 
A pension in respect of blindness may be granted to such person upon 
compliance with the provisions of the Act and Regulations and thereupon 
the pension authority shall transfer the pension from the old age pension 
pay-list to the blind persons’ pension pay-list and advise the Minister 
thereof in its monthly report. 


(2) Any person receiving a pension in respect of blindness may, if 
otherwise eligible, request an old age pension in lieu thereof and the 
pension authority may thereupon transfer the pension from the blind 
persons’ pension pay-list to the old age pension pay-list and advise the 
Minister thereof in its monthly report. 


39. Records and accounts in connection with pensions for blind 
persons under the Act shall be segregated by the pension authority; advice 
of payments to such persons, as well as all changes in the rate of pension, 
shall be made monthly to the Minister on a separate statement certified 
by the chief officer of the pension authority and the provincial auditor. 
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